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THE UNEASINESS IN STABILITY 


The feeling persists that we want to know where we are going and that move- 
ment either up or down is more normal than almost no movement. Looking 
for change, business highlights examines components for signs of restlessness 


\ 


URING the second quarter, the economic weather 
1D continued favorable, but with slowly intensifying 
cross currents. In general, manufacturing rates 
continued to decline slowly, while nonmanufacturing 
activity increased slowly. The second quarter was no- 
tably lacking in dominant trends, in either direction; 
individual markets went their individual ways. 

Estimates of gross national product in the second 
quarter suggest that the total rose slightly—between $2 
billion and $3 billion at an annual rate. This increase is 
not very different from the increase in the preceding 
quarter, but its composition is markedly different. Early 
in the year, personal consumption and government 
expenditures were rising relatively sharply, while invest- 
ment outlays were falling sharply (mainly because of the 
sharp drop in the rate of inventory growth). 

In the second quarter, no one of the three major com- 
ponents of GNP appears to have changed more than 
slightly. And even within the subcomponents the rates 
of change have dwindled almost to zero. Nearly all the 
slight increase in the value of output can be explained 
by the slight remaining uptilt in the general price level, 
which in the second quarter was almost entirely concen- 
trated at the retail level. This is stability, with a 
vengeance. But it is also stability at pleasantly close to 
full employment. 


Search for a Trend: In Autos and Housing .. . 


The automobile market remains one of the disap- 
pointments of 1957, since the rate of retail sales has 
continued to run well below expectations. Relative to 
recent experience (instead of relative to the early hopes 
of producers and dealers), the 1957 auto market has run 
a neutral course, leading toward a neutral 6-million-car 
year. As of mid-June, however, automobile production is 
hanging well above the rates of a year ago (although 
stocks are now about equal to a year ago), and it is 
apparently heading for a decline in the next several 
months, to restrain the build-up of stocks and prepare 
the way for the 1958 models. The decline is likely to be 
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somewhat sharper than normal seasonal influences could 
account for; third-quarter production is not likely to 
exceed last year’s third quarter, and the output rate will 
evidently cross into July much higher than a year ago. 
The short-term auto outlook is thus seemingly less than 
bright. 

For residential builders, on the other hand, a mod- 
erate uptrend in starts has apparently begun, and could 
well carry at least through the third quarter. It would 
be hazardous to put too much weight on this uptrend 
since it is now encountering violent headwinds in the 
form of rising interest rates, both in public and private 
long-term investment funds. But it may at least par- 
tially offset the probable drop in third-quarter passenger- 
car production. 


In Capital Goods, Defense, Inventories .. . 


In the three remaining volatile sectors of business— 
plant and equipment, government spending for defense, 
and business investment in inventory—anything worthy 
of being called a trend is hard to find. The newly. avail- 
able expectations data prepared by the Department of 
Commerce point to nothing more than a slight price 
drift in plant and equipment; defense spending is still 
rising, but again prices largely explain the trend; and 
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* ose of Low Visibility f - trends, as in anything else, the future grows out of the 
It is hardly news that the uncertain stability of the present, which in turn grew out of the past. If the pres- 


past several months has had a choking effect on fore- ent offers no important evidence about the future, then 
casters. In the absence of a dominant trend on which to forecasters must draw their evidence from longer tere 
elaborate, the forecaster is faced with the much tougher evidence in the record. Under current conditions, the 
problem of measuring fine degrees of adjustment taking forecaster’s search for evidence thus draws him fides 
place in a generally trendless system. Under these condi- ward, and he finds himself increasingly dealing with 
tions, the present appears to have no systematic lead long-term aspects of business conditions. 
over the future; unexpected (even noneconomic) events This explains, at least in some degree why bullish 
acquire greatly increased leverage over the course of comments on the short-term business outtook now tend 
business; the connecting links between industries and to sound so much like long-term forecasts; they are 
markets are loosened. In a word, the rules break down, drawing on the long-term growth churseeehnenes of the 
and the probabilities associated with a forecast decline American economy. The converse of this proposition 
precipitously. also applies, and perhaps with more force: to be bearish 
This in turn suggests another and more subtle reason about the short-term outlook, is now to tend to be 
for the current quandary of forecasters. In business seriously bearish. Forecasts of a small upturn or a small 
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recession in the fourth quarter may turn out to be quite 
correct, and those who call for either are certainly 
entitled to a sympathetic ear. But it’s clear enough that 
they are having a lot of trouble supporting such fore- 
casts with any convincing evidence drawn from recent 
trends in business conditions. 

For the moment, therefore, the short-term outlook 
has gotten itself involved with longer-term considera- 
tions. Has the postwar surge of business been mainly 
long-term growth? If so, every day of stability is merely 
accumulating strength for the future (this is the ration- 
ale of the “straight-line recession”), Or has the postwar 
boom contained a major upswing of a business cycle, of 
which the current stability is a crest? If so, each day of 
stability merely accumulates evidence that an important 
postwar cycle has lost its strength. 

These questions do not, obviously, involve inventory 
demand, or consumer purchases of soft goods and sery- 
ices. They do involve questions of the level of personal 
debt, the distribution of income, the structure of prices 
and margins, the longer-term impacts of government 
spending and government taxing, the sufficiency of 
money supply, the effect of interest rates. And these 
tough, hard-to-get-at issues in turn raise big questions 
about the level and trend of fixed investment in homes 
and productive facilities; the inadequacy, adequacy or 
oversupply of these long-lived facilities that have in the 
past dominated long-term trends in business conditions. 


Fix on Fixed Investment 

Since 1947, the rate of fixed investment by business— 
in home building, and productive facilities (nonresi- 
dential construction and producer durables)—has risen 
from about $30 billion to about $65 billion. In no year 
of the postwar decade did this total decline substan- 
tially. It fell moderately in 1949, mainly as a result of a 
$1-billion drop in producers’ durables; in the second 
postwar recession year of 1954 it rose slightly, owing 
mainly to a sharp increase in the rate of home building. 
In 1955 and 1956, it rose at a rate of about 10% per 
annum. 

Quarter-to-quarter since early 1955, the sharp upturn 
in total fixed investment has twice leveled off. The first 
plateau, in late 1955 and early 1956, reflected (a) an 
abrupt decline in the rate of home building, following 
the sharp advance of late 1954 and early 1955; and (b) 
a slowing in the rate of increase in spending for produc- 
tive facilities, owing partly to shortages of needed heavy 
metal products (notably steel plates). 

The second plateau began in late 1956. At that time, 
the decline in residential construction was continuing, 
although at a somewhat abated rate, while the rate of 
investment in new productive facilities was beginning to 

lose its upward momentum. This second interruption 
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has continued through the first half of 1957; in fact, 
there is now no appreciable trend even within the com- 
ponents of the total. Residential building has apparently 
stopped declining, and productive investment has ap- 
parently stopped rising. As with so many other general 
measures of business behavior currently, neither the 
aggregates nor the underlying components now display 
any clear tendency. 


How Much More Plant and Equipment? 

According to the Department of Commerce’s recently 
released survey of anticipated business spending for new 
facilities, the rate of increase in these outlays has tapered 
to a virtual plateau in the neighborhood of $37 billion 
a year (see chart). This level is roughly one-third higher 
than the level prevailing in 1955; about one half of the 
increase evidently represents prices, and the other half 
physical volume. A relatively large part of the total 
increase since 1955 has been centered in durable goods 
manufacturing; commercial and miscellaneous spending 
has shown little increase (and, in fact, stopped rising as 
much as a year ago). Spending by public utilities has 
shown less than an average increase, but is still rising 
sharply. In fact, all the gentle rise in total plant and 
equipment spending shown in the chart for 1957 repre- 
sents an increase in outlays of public utilities. 

In common with the preceding several surveys, the 
survey released in June showed a distinct tendency for 
actual spending to fall below anticipated levels. How- 
ever, the “shortfall” in the second quarter was centered 
largely in the “commercial and other” category; in man- 
ufacturing, where analysts have been watching for any 
clear sign of a cumulative decline in capital spending, 
the anticipations data have so far stood up very well. 
(Final figures for the second quarter will not be avail- 
able until early September.) 

Other measures of the rate of capital spending remain 
thoroughly mixed. Contract awards for industrial struc- 
tures, and new orders for machinery, have declined 
significantly in 1957, which suggests that the spending 
of manufacturers may be approaching a downturn (the 
initial anticipations for the third quarter point to such 
a turn). On the other hand, utilities contract awards 
thus far in 1957 have averaged well above the preceding 
two years, suggesting a further coming rise in the utili- 
ties spending rate. (This rise is also confirmed by the 
third-quarter anticipations data.) Commercial contracts 
have averaged close to their 1956 level, which suggests 
little change in this major category of the plant and 
equipment total. 

These mixed indications of actual commitments for 
plant and equipment must be reviewed in the light of 
very high levels of financial preparations for spending. 
New security issues for plant and equipment spending 
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The Housing Trend: Is this a Turn-around? 
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have run very substantially above last year in early 1957 
(thanks to very large financing by utilities), and newly 
approved capital appropriations by large manufacturing 
companies, as compiled by THE CoNFERENCE Boarp, 
approximately equaled the rate in early 1956. For the 
time being, the short-term indications for aggregate 
plant and equipment spending still suggest nothing 
better or worse than stability. In fact, it is now getting 
rather late to expect a substantial turn in the spending 
rate, either up or down, before early 1958. 


Haze over the Housing Market 


Throughout 1955, 1956 and early 1957, the rate of 
housing starts, after taking account of seasonal influ- 
ences, declined almost continuously, and sharply. By 
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March of 1957, the annual rate of starts had fallen to 
below 900,000, from over 1.4 million twenty-seven 
months earlier. 

In April of this year, the rate of starts rose, and it 
rose again in May for what one optimist referred to as 
“the second consecutive month.” Something doubtless 
should be made of this uptrend, but it would be easy to 
make too much of it. The recent strength in starts is 
apparently concentrated in conventionally financed 
homes; the March-to-May improvement in FHA-VA 
starts was somewhat less than in 1955 and 1956, and as 
late as May nothing resembling improvement had yet 
appeared in VA appraisal requests or FHA. mortgage 
applications. 

In coming months, the housing industry will appar- 
ently be in the grip of conflicting forces. The Housing 
Act of 1957, which at this writing was awaiting Presiden- 
tial signature, will doubtlessly have its effect in reducing 
down payments on government-guaranteed home pur- 
chases by rather substantial amounts. By so doing, it 
will doubtless increase the capacity of the market to 
absorb new homes built under federal guarantees. The 
bill also provides for a number of additional or extended 
interventions of housing agencies into the financing of 
homes. But it does not provide for any change in the 
allowable interest rates on guaranteed mortgages—and 
this at a time when the gap between these rates and 
general market rates for long-term funds has widened 
further. 

How these conflicting influences—one of which oper- 
ates to increase demand and the other to restrict the 
effectiveness of demand—will work themselves out in 
the last half of the year is difficult to foresee; different 
individuals and different lending institutions are, of 
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course, affected differently by the two trends. At the 
moment, at least, it seems reasonably assured that the 
consequences of the 1957 Housing Act are not likely to 
duplicate the highly stimulative effects of the 1954 Act, 
because of the vast differences in mortgage market con- 
ditions. However, if the supply of long-term funds avail- 
able to the housing industry should improve late in the 
year for other reasons (such as a decline in the demand 
for funds for plant, equipment or inventory), the 1957 
Act could yet come full flower in early 1958. 

Taking the trend of homes and productive facilities 
together, the plateau in national fixed investment of the 
first six months is hardly likely to be broken in the final 
six months of the year. Within the components, the 
tendencies appear to be downward in productive facili- 
ties, and upward in homes, but there is as yet little 
evidence that either of these component trends will have 
much momentum at year end. They deserve watching 
not so much for their influence in the last half of 1957 
as for the fact that their cumulating trend in the next 
six months may well set the pattern of 1958. 


ALBERT T. SOMMERS 
Division of Business Analysis 


Business Forecasts 


General 


Steel (June 10)—“‘There’s a strong undercurrent of optim- 
ism running through business circles these days—talk that 
leads one to believe that the worst of the 1957 inventory 
adjustment may be over. 

“Several factors account for this. One is the realization that 
so far 1957 hasn’t been as bad a year as the pessimists declared 
it would be. In fact, the over-all picture indicates that so far 
it has been a little better. . . .” 


The Journal of Commerce (June 17)—‘“‘Top officials of the 
United States Chamber of Commerce now feel 1957 will be the 
best ever, although all industries will not share equally in 
the gains over last year. 

‘Prices and interest rates are expected to continue to rise 
during the balance of the year, and profits in 1957 may ‘equal 
or exceed the 1950 level for the first time.’ 

‘A pickup in home building is expected in the last half and 
retail nondurable goods sales, for the year as a whole, may 
rise 3% to 4%. Automobile sales, this year, unless the expected 
earlier-than-usual introduction of new models acts as a 
stimulant, will be only slightly ahead of 1956. 

“Exports and imports are expected to set another record 
this year, although the magnitude of increase in the first 
quarter will probably slacken through the rest of the year. 

“Over-all construction will show no physical volume in- 
crease over 1956, but dollarwise it will be up about 3%, chiefly 
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due to the accelerating highway construction program and a 
big rise in school building. These, of course, are offset by a 
volume of home building, although now revised upward some- 
what to 940,000 units, that is well under 1956’s 1.1 million 
units. . 

“Prospects for 1957 ‘look favorable’ for its being the coun- 
try’s best. Employment, income and activity continue at 
high levels with about half the dollar gains attributable to 
higher prices. The gross national product could reach $440 
billion, compared with last year’s record $412 billion. 

“After-tax profits are running ‘a little higher than a year 
ago, but they are much more uneven.’ For this calendar year 
“net profits may equal or exceed the 1950 level for the first 
time.’ . . 

“Although prices are expected to continue to increase, 
‘there is some reason to believe that before the year is over 
(consumer prices) will be under less upward pressure.’ 

“Most major sectors of the economy continue to expand 
facilities, but the belief is widespread that ‘plant expenditures 
may decline in the year ahead. Equipment and modernization 
(outlays) will remain high.’ .. .” 


Automobiles 


The Journal of Commerce (June 7) —‘“‘The auto industry has 
put a lot of money on the barrelhead preparing its 1958 model 
cars for the assembly lines. For varying reasons the total prob- 
ably will exceed the estimated billion-plus that went into 1957 
models, 

“Aside from higher materials costs and increased manufac- 
turing expense reasons for the mounting over-all cost include 
extensive engineering and styling innovations prompted by 
the hottest competitive fight in industry history. 

“The competition is blamed also for a reported decision by 
some makers to bring out wholly new models every two years 
instead of every three as has been the custom. Just how far 
that program will be extended among the manufacturers is yet 
to be determined. However, it will add to over-all costs. And 
mounting costs always add to retail price tags. . . . 

“Formal introduction of next year’s cars still is five to six 
months distant. But all have been ‘finalized’ as to styling and 
engineering. In progressing to this stage the cars have had to 
be seen by scores of engineers, stylists and car body builders. 

“It is common knowledge in industry circles that all the 
auto makers have sought lower silhouettes—either by actually 
reducing the over-all height or by further lengthening their 
CBIS: cial 


Automobile Tires 


The Wall Street Journal (June 11)—“‘Record retail sales of 
passenger car tires are enabling rubber companies this year to 
offset disappointing demand from their biggest single cus- 
tomer, the auto industry. ... 

“Happily for the tire companies, replacement sales as a rule 
are more profitable than original equipment business. True, 
original equipment sales are important for a number of rea- 
sons. But replacement volume is bigger, last year accounting 
for more than six out of every ten tires sold. 

“Late last year estimates of various tire company econo- 
mists put 1957 replacement sales only 1.3% to 3.8% ahead of 
last years’ 53.3 million units, which was the second highest on 
record. Now the estimated gains for 1957 range from a con- 


(Continued on page 319) 


THE TREND IN EMPLOYMENT 


Production jobs represented less than 77% of total manufacturing employment in 
May, 1957. This compares with over 787% last May and 84% in 1947. All the broad 
sectors of manufacturing, with the sole exception of printing and publishing, 
showed a year-to-year decline in the relative share of production workers 


and generally satisfactory levels so far in 1957. 

However, the margin of gain over a year ago has 
shrunk from almost 1 million in March to a scant 
250,000 in May. Jobs in construction, services, govern- 
ment and trade continue to show sizable over-the-year 
gains, but these have been offset by declines in jobs on 
farms and at factories. 

Bad weather in April, and less advanced crops in 
May, have kept farm jobs some 500,000 below year-ago 
levels. Some of the year-to-year drop in farm employ- 
ment may also be reflecting the retirement of older 
farmers, as they become eligible for social security 
checks under the recent extension of coverage. But im- 
provement in weather conditions and harvest peaks 
over the next few months are expected to erase most of 
the job deficit here. 

The lag in factory jobs is a little more worrisome. 
Industrial output has been edging down for three 
months now, but the slide in manufacturing employ- 
ment has been under way since late last year. In May, 
factory jobs were some 500,000 below last December. 
Some contraction is to be expected in these months, but 
this year’s was about twice the usual decline. 


THE DOWNTREND IN MANUFACTURING 


Manufacturing jobs (including both production and 
nonproduction workers) rose sharply in the months 
following the steel strike late last year. The average 
workweek (of production workers only) hit forty-one 
hours in December, with overtime averaging some three 
hours a week. The workweek in May was below forty 
hours, and average overtime has fallen to a little over 
two hours. Without this cushioning decline in overtime 
and workweeks, the cutback in factory employment 
would have been even sharper. The workweek is now at 
the lowest level since September, 1954; this suggests 
that any further slackening in manpower needs at fac- 
tories would show up more quickly in jobs. 

In May, manufacturing employment dropped behind 
the same month of a year ago for the first time in a non- 
strike period since 1954. The slippage was slight, total- 


(ker civilian employment has continued at high 


ing only 45,000; but a clear majority of manufacturing 
industries were using fewer workers this May than last. 


Production Jobs as Share of Total Factory Jobs 


Industry May, 1956 May, 1957 
Divrdbles Kose pats eda ce oo owas ete oe 78.2 76.7 
Ordnance ys e. 4... eae ee rea, os are 64.5 60.8 
(um ber sa. leo hie cece wate eameee rs 90.9 90.3 
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Stone; clay, glass: ga. 020. 7 eek eee 83.6 82.9 
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Babricated metals... 2. nas see eae 79.6 78.6 
Machinéry f2nchs t2cteee ct aeeeeee 74.3 72.6 
Electrical machinery............... 72.8 70.0 
Transportation equipment.......... 74.0 73.6 
Instruments 527 at octet ch eee si oe 68.7 66.8 
INOROUNGOLER «ears, < cr sisieieicressiojs ROR oe 78.0 77.1 
O00 3. 2k orcs 3.2 ects Si pei eer 70.1 69.3 
Tobacco 90.4 88.9 
Textiles 91.3 90.9 
Apparel 88.9 88.7 
Paper, cos eae wee 81.9 81.1 
Printing 64.6 64.8 
Chemicals’ ae. .chacc ae eee 67.0 65.1 
Oil and coal products............... 68.3 67.3 
RUD Dern. oc eect scrote mentee merece 78.3 77.8 
eather? S20 Fs 20d £A SRY Bet 89.0 88.7 


Source: Bureau of Labor Statistics 


In May, total employment in hard-goods manufactur- 
ing posted a slight gain over a year ago. But most of the 
year-to-year gain was in autos, where it reflected not a 
spurt in jobs this year, but a sharp decline last year. 
Auto output and employment through May this year 
have been fairly level; last May the auto makers cur- 
tailed output steeply, in an effort to bring top-heavy 
inventories into better balance with sales. 

Machinery and instruments industries, reflecting 
record business outlays on plant and equipment, held 
about even with earlier 1957 months, and continued to 
run ahead of a year ago. However, lumber, furniture, 
primary metals, fabricated metal products, and building 
materials industries all lagged behind last year. 

Among soft-goods lines, food, tobacco, textiles, ap- 
parel, rubber, and leather all lagged; paper, printing, 
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chemicals and products of oil and coal were all up a bit 
from a year ago. 

In industries where manufacturing employment was 
ahead of a year ago, most of the gains represented in- 
creases in nonproduction workers. Only three broad 
manufacturing lines—transportation equipment, print- 
ing and publishing, and products of oil and coal—regis- 
tered gains in the number of production workers on their 
payrolis. Production jobs at factories were about 
235,000 behind a year ago, as compared with the 45,000 
lag in total manufacturing jobs. As a result, the share of 
production workers in total manufacturing employment 
has continued to slip this year. 


OUTSIDE MANUFACTURING 


Employment in nonmanufacturing lines has expanded 
with enough seasonal vigor to carry total nonfarm em- 
ployment to a new monthly record in every 1957 month 
to date. Through May, jobs in nonmanufacturing lines 
were up some 900,000 from the usual January low. (This 
compares with a 1.2-million expansion in the same 
period of 1956, and 1.1 million in 1955.) Nonmanufactur- 
ing employment is currently running about 6.5% above 
its 1955 annual average; factory jobs, after their recent 
slides, are only negligibly above 1955 levels (see chart). 

All the broad categories of nonmanufacturing have 
contributed to the over-the-year increase. Total non- 
manufacturing jobs are now about 800,000 (about 2.4%) 
above their level of last May. Services, construction, 
mining and trade have scored the biggest percentage 
gains, but in actual numbers the greatest growth has 
been in wholesale and retail trade, with a 300,000 rise. 
(However, not all retailers showed an employment rise. 
Automobile and accessory dealers employed about 
11,000 fewer workers this May. Employment was also 
down at general merchandise stores—including the 
big department stores, where sales have performed less 


Nonmanufacturing jobs keep right on rising .. . 
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well than total retail sales so far this year.) Service lines 
had over 200,000 more employees this May than last. 
This is apparently a continuation of a longer-run trend 
toward increased real consumption of services by the 
consumer. And government contributed 150,000 to the 
year-to-year gain. Federal employment was up 30,000; 
and state and local governments showed an increase of 
120,000. 

Contract construction is running some 100,000 above 
last year’s employment levels. Bituminous coal mining, 
communications, public utilities, and finance are other 
lines where smaller but significant increases in employ- 
ment have occurred. 

The shift of employment toward nonmanufacturing 
lines over the past year is underlined by the recent re- 
visions in the Bureau of Labor Statistics’ nonfarm em- 
ployment figures. In the revisions, estimates of monthly 
nonfarm jobs were adjusted to first-quarter-1956 bench- 
mark levels, indicated by data from government social 
security programs. Social security records give a much 
more complete breakdown of the distribution of employ- 
ment than do the monthly BLS sample reports of non- 
farm jobs. As these sample estimates move in time away 
from a benchmark date, they tend to underestimate the 
actual level of employment in nonfarm lines. The recent 
revisions have raised the level of the monthly 1957 job 
estimates in nonfarm lines by about 600,000. Manufac- 
turing job levels were largely unchanged. Most of the 
increase in employment levels went to services (up 
300,000-400,000) and wholesale and retail trade (up 
200,000-300,000). The mining estimate was also raised 
some 30,000. Transportation and public utilities, finance 
and government were unchanged. Contract construction 
employment was revised downward by as much as 
50,000 in the early months of 1957. 

The shift to nonmanufacturing jobs has recently 
passed an important statistical milestone. In early 1947, 
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Where Nonmanufacturing Jobs Have Risen 
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54% of the work force was employed as farmers, farm 
laborers, craftsmen, operatives, or common laborers in 
manufacturing or construction—jobs that are usu- 
ally called ‘goods production.” In 1956, evidently for 
the first time in history, over half of the work force was 
employed in nongoods-producing employment — services, 
trade, clerical jobs or the professions. This year, the 
trend away from goods production has become even 
more pronounced, with the goods production sector now 
taking only 46% of total jobs, as compared with 48% 
at the same time last year. 

As compared with early 1947, jobs in household work 
and general service lines have increased from a little 
over 10% of the total to almost 12% in early 1957. Sales 
and clerical jobs have gone from 19% to about 21% of 
the total in the same period. Managers, officials, and 
proprietors have shown relatively little change, going 
from 10% of the total in 1947 to 10.6% in 1957. The 
biggest increase of all has come in the professions and 
technical workers: their share has gone from less than 
7% in 1947 to almost 12% in 1957. 


OTHER SIGNIFICANT CHANGES 


Aside from the continued shift in the way workers 
earn their living, the year to date has brought several 
significant changes in the rate of increase in the work 
force, in the numbers at work, and in the participation 
rates of the total noninstitutional population in gainful 
employment. 

In general, the rate of increase in the labor force this 
year has been smaller than in 1956. Last year, the total 
labor force rose by a record 1.5 million. So far in 1957, 
the monthly increases (over the comparable months of 
1956) have been well below 1 million, with May showing 
an increase of less than 100,000. 

Part of this slowdown in the growth of the labor force 
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is the result of lower labor demands by farms and fac- 
tories. Total employment is not significantly above the 
levels at this time last year. The unemployment rate has 
not changed significantly either. But a smaller share of 
the population over fourteen years of age is at work or 
looking for work this year than last. In May, 1956, 
59.3% of the noninstitutional population fourteen years 
old or over were in the labor force. This May, the par- 
ticipation rate was only 57.8%. 

The slackened demand for labor has evidently affected 
the participation rates of oldsters, teenagers, and women 
over thirty-five. Among men sixty-five years old and 
over, labor force participation rates this May were 
39.1%, as compared with 41.6% last year. Last year, 
more teenagers came into the labor force, reversing a 
downtrend in their participation rate since the end of 
the Korean conflict. But early this year teenage partici- 
pation was again headed downward. Among women 
over thirty-five, the sharp increase in participation 
rates, which has been under way for almost a decade, 
slowed down early in 1957. 

Rosert Persons 
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Table 1: Disposable, Uncommitted and Supernumerary Personal Income 


Billions of dollars, seasonally adjusted at annual rates 


ee re No pen er a eS ev err cll en yn eee eee Sam 


Less: 
Imputed 


Less Teast 
Disposable Disposable Uncommitted Money een 
Personal Income oney Scheduled Tenant Rent Personal | Expenditures Persona 
Income and Income Income Debt- Insurance and Income r | for Food an Incomes 
in Kind Connected Premiums | Home-Owner Clothing 
Payments r Taxes 
1954 | ECA Sig SE eRe 252.3 15.8 236.5 36.5 11.2 12.9 175.9 74.1 101.8 
i Be POO On Coton 252.8 16.0 236.8 36.8 11.5 13.0 175.5 74.6 100.9 
4 0 Ug See ohne, ae ee ae 254.0 16.4 237.6 37.8 11.7 13.2 174.9 75.3 99.6 
ge See 258.0 16.6 QA1 4 38.4 11.8 13.3 177.9 76.0 101.9 
1955 ae Ae, a 260.6 16.1 Q44.5 39.0 12.1 13.6 179.8 76.0 103.8 
1M We Ss sett hac eee 268.5 16.4 252.1 41.2 12.3 13.9 184.7 78.0 106.7 
BLL Pe nae oe Beets os 273.8 16.8 257.0 43.2 12.6 14.0 187.2 79.5 107.7 
Viren, int cit re msn Q78.4 17.1 261.3 44,2 13.2 14.1 189.8 80.5 109.3 
1956 aE epPetNorh novsvayeie Ores eos , 280.2 17.2 263.0 43.8 r 12.8 14.3 192.1 80.7 111.4 
LIM, Setanta eck 284.9 17.6 267.3 45.6 13.4 14.4 193.9 82.0 111.9 
10 ia SPE ree 288.2 17.9 270.3 46.4 13.8 14.7 195.4 83.1 112.3 
Lei aan Saito Ae 293.3 18.2 Q75.1 46.5 14.3 14.9 199.4 83.7 115.7 
1957 1a See ee 295.4 18.6 276.8 46.3 13.9 15.1 201.5 84.4 117.1 


r—revised series 
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First quarter 1955=100; seasonally adjusted 
Source: Department of Commerce; The Conference Board 


LATER DATA ON 
“SUPERNUMERARY” 
INCOME 


INCE the first quarter of 1955, supernumerary 
personal income has increased about 13%. After 
adjustment for change in prices, the increase has been 
about 8%. On a per capita basis, real supernumerary 
income in the first quarter of this year was about 4% 
higher than in early 1955. 
Quarter-to-quarter changes in disposable income over 
the past two years have tended to diminish somewhat. 
This diminishing rate of increase has been more or less 
paralleled by a diminishing rate of increase in fixed com- 
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Quarter-to-quarter changes; billions of dollars; seasonally adjusted rate 

Sources: Department of Commerce; The Conference Board 


mitments and essential outlays. Quarter-to-quarter 
changes in supernumerary income have been positive 
throughout the period, and relatively high in recent 
quarters. 

Tue CONFERENCE Boarp presents herewith a revision 
and updating of its series on fixed personal commit- 
ments, uncommitted personal income and supernu- 
merary personal income that originally appeared in 
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Table 2: Per Capita Disposable, Uncommitted and Supernumerary Personal Income 


Seasonally adjusted at annual rate 


In Current Dollars 


Disposable Uncommitted 
Personal Personal 
Income Income r 


In 1947-49 Dollars 


CS 


Supernumerary Disposable Uncommitted Supernumerary 
Personal Personal Personal erson: 
Income r Income Income r Income r 


r-revised series 


Table 3: Disposable, Uncommitted, and Supernumerary 


Personal Income, Adjusted for Change in Price Level 
Billions of 1947-49 dollars, seasonally adjusted at annual rate 


Disposable Disposable | Uncommitted Super- 

Personal oney Personal MEEK 

Income Income Income r Persona 

Income r 

1954 Lemar erste 219.4 205.7 153.9 87.2 
ER Salerno 220.0 206.1 153.8 86.8 
Tieden c 220.9 206.6 153.2 85.8 

UW Sictarsieveiers 225.3 210.8 156.6 87.5 

1955 d I Rae 228.0 213.9 158.6 89.2 
 Riiertew a 234.9 220.6 162.9 91.9 

LED ovavctorerote 238.7 224.1 164.5 92.4 

DVO cae 242.3 Q27 A 166.5 93.1 

1956 | eee 244.5 229.5 169.1 94.8 
LIM eae 246.7 231.4 169.3 95.0 

JO oe eae 246.3 231.0 168.3 94.4 
Wace: 249.0 233.5 170.6 96.0 

1957 Ll eS 249.1 933.4 Wale 96.1 


r-revised series 


Table 4: Disposable, Uncommitted and Supernumerary 


Personal Income 
Billions of dollars 


Disposable Disposable | Uncommitted ats 

Personal oney Personal Persona 

Income Income Income r Income r 
OSD eee acres Gale.<.- 70.4 65.2 48.6 27.3 
LOADS, ctociercw ei 76.1 70.7 52.6 30.3 
OAT cniite a ee 93.0 86.7 66.5 40.8 
AGS a ce eres os 117.5 109.5 89.4 58.8 
OAS ciel ceiee 133.5 123.6 105.8 70.8 
LOA eres e ae.e diate’ 146.8 135.5 117.8 79.7 
LO 4G cre secs ss 56 150.4 138.1 119.6 77.6 
LO4G ete eee 159.2 148.7 127.4 76.2 
L947 SE. save cenh 169.0 158.8 131.9 74.6 
LOSS Sentosa 187.6 176.7 145.0 83.9 
QAO Fe sc crete s ore eis:s 188.2 176.8 141.1 81.3 
OOO sree « cisis.c\ 206.1 194.0 153.4 91.4 
OS cick cee cronies 226.1 212.2 164.5 95.7 
ODD reieecele.« 6 sisiers 237 A 229.4 170.1 98.1 
NOGS cerca cars laiee 250.2 234.5 177.4 103.8 
Ee a artirents aerate Q54.4 238.2 176.0 101.0 
OGD eras. celorinee 270.6 254.0 185.5 107.0 
MOGGitnarene We renne 286.7 269.0 195.4 113.0 


r—revised series 


The Business Record of November, 1956. The Federal 
Reserve has since published a major revision of instal- 
ment debt data that has resulted in changes in the 
estimates of fixed commitments. Minor revisions in 
other data affecting recent quarters are also incor- 
porated here. 


National Accounts Involved 


It should be noted that many of the estimations in- 
volved depend upon relationships drawn from the na- 
tional accounts. A further revision of the data for the 
entire period covered will accordingly be published after 
complete national accounts for 1956 become available. 

For a detailed description of the data and methods of 
calculation, see the original article in The Business 
Record. 


JANET WILLIAMS 
Division of Business Analysis 


Business Bookshelf 


Introduction to Operations Research—Describes the princi- 
ples and methods of operations research. Case examples 
from business and industry are given. By C. W. Churchman, 
R. L. Ackoff, and E. L. Arnoff. John Wiley & Sons, New 
York, 1957, 645 pages. $12. 


A Concept of Agribusiness—Agribusiness, a new term de- 
veloped by the authors, is more inclusive than agriculture 
and is defined as “the sum total of all operations involved 
in the manufacture and distribution of farm supplies; pro- 
duction operations on the farm; and the storage, processing, 
and distribution of farm commodities aud items made from 
them.” The book is designed for farmers, businessmen, and 
technicians interested in the food and fiber segment of our 
economy; 1.¢., agribusiness which employs 37% of the total 
labor force. By John H. Davis and Ray A. Goldberg. Division 
of Research, Graduate School of Business Administration, 
Harvard University, Boston, 1957, 186 pages. $6. 
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Page* 


Industrial asia bi, 


5 Total . 1947-49 =100 S 
1947-49 =100 S 
1947-49=100 S$ 

Wholesale prices 
1 | All commodities 1947-49 = 100 
Industrial commodities 1947-49 = 100 
Farm commodities 1947-49 = 100 


Consumer prices (NICB) 
13 All items 1953=100 
Housing 1953=100 
1953=100 


Prices received and‘paid by farmers 
| 5 Prices received 1910-14=100 
ices Paid! 3. « «J... 314 >. 1910-14=100 
Parity ratio? 1910-14=100 


Employment and unemployment (Census)* 
Total labor force Thousand persons 
17 ivili Thousand persons 
Civilian employment Thousand persons 
Nonfarm employment Thousand persons 
Unemployment Thousand persons 


Nonfarm employment (BLS) 
PEOTAIA int. ee Na aoe. ets SEA wh oa visas Etats Thousand persons S R 
19 Employees in nonmanufacturing.. Thousand persons S R 
Employees in manufacturing Thousand persons S R 
Production workers in durables manufacturing Thousand persons S R 
Production workers in nondurables manufacturing. ..| Thousand persons SR 


Average work week 
All manufacturifg......06..005 Soe Riatetuste oe cee, eLoure RR 
Durables manufacturing.... Hours R 
Nondurables manufacturing Hours R 


Average hourly earnings 
PP MANRTACtTUTING ss. cjaciel snes estes sae iarotlersiatehete ats Dollars R 
Durables manufacturing Dollars R 
Nondurables manufacturing Dollars R 


Average weekly earnings 
All manufacturing Dollars R 
Durables manufacturing. . Dollars R 
Nondurables manufacturing Dollars R 


Personal income 
Total* Billion dollars S A 
Labor income5........ ihe) Mehdi ceo aint sre: dhe Bs ais pint syers Billion dollars S A 
MEF ERLESE TLACASISES ate Foy area to ahs tais 106 o's lee aya elevefs ere ia See ..| Billion dollars S A 


Instalment credif 
EE CELSO otis ec anes ele iets stare We piers. oe Deints Petrie «at Million dollars S 
FREVAV INCHES hotles 2 vhs celdi es «an eich diie) AOE Million dollars S 
Instalment credit outstanding Million dollars 


New construction 
Sis) Tle, See saul acne cates Gade: «Gait ae cues a Million dollars SA R 
MParalsorivate ie 2. ch coe nuac cis omseaece ces aera Million dollars SA R 
Private nonfarm residential Million dollars SA R 


Business sales and inventories 
Total inventories.......... pe pipinioty « atopt late .e.e-ee..| Million dollars S 5 789,100 
PRAM AAEM crate. cee ale ses hae eac ci esas ce .......| Million dollars S i 755,700 
Manufacturing inventories..........+. A rye ...}| Million dollars S A 752,263 
Manufacturing sales...........00.- BaP aes Million dollars $ a. 728,770 
Retail inventories. .......... Fase ater? siete pis wiaiate mars Million dollars S 23,700 
Retail sales Million dollars S a, ' 716,298 


Retail trade: Durable goods stores a 
ENVEntOtice stele cates este eclals chess Sade erate Peale HAAS Million dollars S 
Million dollars S 


Retail trade: Nondurable goods stores 
parr ataeted é . oe Million dollars S 
Sales.... Cae ones Million dollars S 
Inventory-Sales ratio 7 
Durables mies Sales and inventories 


t C A Million dollars S 730,388 
ie aeak SII) Million dollars 5 714,438 


Inventory-Sales ratio. a. : 2.10 


Nondurables mfg,.: Sales a res igs 
phneesiories! fi SK! ari Million dollars S .d. 721,875 
Sales77..'< ' Hi -| Million dollars S B 714,332 


Inventor -Sales ratio Be : Hales3. 
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Page* 
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51 


53 


55 


57 
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SELECTED BUSINESS INDICATORS (Continued) 


Series 


Merchandise exports and imports 
Exports® 
Imports 
Export surplus incl. grant-aid shipments 
Export surplus excl. grant-aid shipments 


Federal budget receipts and expenditures 
Cumulative receipts 
Cumulative expenditures 
For quarterly data see below 
Money supply and turnover 
Privately held money supply’ 
Total demand deposits adjusted and currency 
Deposit turnover: New York City 
Deposit turnover: 337 other centers® 


Bank loans, investments and reserves 
Investments? 
Loans? 
Excess reserves? 
Borrowings®+9 
Commercial, industrial and farm loans" 


Diffusion index 
Industrial production 
Diffusion index 
Diffusion index, cumulative 


Eight sensitive business indicators 
Residential building contracts 
Nonresidential building contracts 
New orders, durables 
Average work week 
Raw materials prices 
Stock prices, industrials 
New incorporations 
Business failures 


Series 


1957 


May? April March 


Million dollars 
Million dollars 
Million dollars 
Million dollars 


Million dollars 
Million dollars 


SigziZ 
29,353 


Billion dollars 
Billion dollars S 
ToS) 


Million dollars 
Million dollars 
Million dollars 
Million dollars 
Million dollars 


tS 


59,717 
78,590 
678 
1,170 
31,352 


1947-49 =100 S 


tt S 
ns 


Thous. sq. ft. fl. sp. S 
Thous. sq. ft. fl. sp. S 
Million dollars S 
Hours S 

1947-49 = 100 
1941-43=10 


a | a | ff 


a | 
— 


Gross national product 
Total preyere 
Hinalsdemandietrn oniciteicvenaete eerie reais wieisiee eile 


Components of gross national product 
Personal consumption expenditures............... 
Change from previous quarter............ee06- 
Government purchases of goods and services....... 
Change from previous quarter.........-..0006; 
Gross private domestic investment............... 
Change from previous quarter................5 


eC Ce a ry 


Disposition of personal income 
‘otal: personal dmcome).”, ce sins v0.5 cis one lors wleneictetexane 
Disposable personal income............... 
Personal consumption expenditures............... 
PersOnaliGa VING:.teveusychorts tte clave ators aueitsrnewuieveraters Giebsirere 


Corporate profits 
Net before taxes............ Sarees 
INGCIDLOLES 5 :ihers so 'c)cis ie sss sisneis side Sise\s er 
Dax Nic bility yopace ccc! svete sie: sreys) epeisiate ro. ove olovoensiers 
Dividend)pa ymMenes We tccie lars cpereisrsieiere eo ereresreretersererere 
Retained earning’ stbrscisrepnasteteoais cea semsme eters 


Business expenditures for plant and equipment 
Mota ercrete ticgceens ce eiviee Pisce Oreos 
Manufacturing industries..... ate eireverove 
Nonmanufacturing industries..................0+ 


Federal budget receipts and expenditures 
Receipte ry. a/clcsis cemiiectnairecite crete 
POXPCHCICULES ies cc elelae nie eietereislerovecters d 
Cumulative surplus or deficit!3. 
For monthly data see above 


ee eee 


Cr ec a 


sees 


Cr a ee oe rd 


Ce ee ry 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 


Tue Conrerence Boarp; Department of Agriculture; Bureau of the 


ensus; Se- 


curities and Exchange Commission; Treasury Department; F. W. Dodge; Standard 


& Poor’s; D 


un & Bradstreet. 


,} Includes interest, taxes and wages. 2 Prices received divided by prices paid. * Be- 
ginning May 1956, data based on 330-area sample. 4 Excludes personal contributions 
to social security, included in components, § Includes wages and salaries and “other 
labor income.” ¢ Includes grant-aid shipments. 7 Demand and time deposits adjusted 


to exclude U. S. 


. Government and interbank deposits; and currency outside banks, 
8 Excludes Boston, Philadelphia, Chicago, Detroit, San Francisco, 


os Angeles and 


New York. ® All member banks, 1° From Federal Reserve Banks, Weekly reporting 


Billion dollars S 
Billion dollars S 
Billion dollars S 


——_—___| 


—_—_—_—— [| 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 


Million dollars 
Million dollars 
Million dollars 
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36.894 
7 16.12¢@ 
r 20.77a 


15.81 
20.65 


21,734 
17,422 
—1,419 


13,414 
17,439 
—5,732 


14,657 
16,362 


—-1,705 —1,315 


member banks. Gross national product, less change in business inventories, 2 
fiscal year peemaing July 1. S-seasonally adjusted. Aauinaal rate. pene say, 
a-anticipated. For the IT Quarter of 1957, anticipated outlays are: Total, 37.33; Manu- 
facturing, 16.84; and Nonmanufacturing, 20.49. For the Tir Quarter: Total 87.89; 
Manufacturing, 16.42; and Nonmanufacturing, 21.47, b-April, 1956 for monthly data. 
Ps reliminary. r-revised, *End-of-month inventory, divided by sales during the month. 
ebits (annual rate) divided by deposits. tt Diffusion index stated as the average 
duration in months of expansion or contraction. n.a.-Not available. 

Current Business Trends, (Second Edition), 
available to Board Associates on request, 


“ Chartbook 
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Executives Report: 


[Survey of Business Experience ] 


SECOND-HALF PROSPECTS GOOD 


FAVORABLE trend: of business throughout the 
second half of 1957 is forecast by most of the 205 
industrial concerns participating in the Board’s 

survey on the business outlook. The majority are opti- 
mistic regarding prospective new orders and dollar 
billings; many accordingly are planning to boost their 
rates of production and look forward to improvement 
in before-tax profits during the remainder of the year. 

Typical of the confidence prevailing among reporting 
manufacturers are the following: 

“Our estimates are decidedly bullish on the business 
outlook for the balance of 1957.”’ (office equipment) 

“We anticipate that 1957 will be a satisfactory year 
with increased sales and profits despite the intense com- 
petition prevailing in this industry. With respect to the 
over-all business outlook, we feel that business condi- 
tions will be good for the balance of 1957.” (food, 
beverages and kindred products) 


ON THE OTHER SIDE 


But the treasurer of a construction materials firm 
who believes that the national economy is gradually 
reaching a crest notices “‘a great many cross currents of 
business strength and weakness. But we do not antici- 
pate much over-all change during the remainder of 
1957.” This executive expresses the opinion that “the 
general business outlook seems likely to be much less 
important to individual businesses than has been the 
case at most other times in the past. During the remain- 
ing months of 1957 and for some time thereafter, in- 
dividual company growth seems likely to depend much 
more upon the plans, policies and products of the com- 
pany than upon any sweeping change, up or down, in 
the over-all economy.” 

Despite indications of spottiness in business condi- 
tions in various areas of the economy, some firms feel 
that the general outlook for the coming six months is 
favorable. For example the vice-president of a petroleum 
refining company reports: 


“There are certain areas of weakness in the economy, 
‘notably steel production, housing construction, and auto- 
mobile production. But outweighing these factors are full 
employment, a high level of buying power, and sustained 
consumption. Furthermore, business plans for new plant 
and equipment in 1957 are heartening. While 1957 may not 


JULY, 1957 


be the record year that 1956 was, we certainly feel it will 
be a profitable year for the economy as a whole.” 


Although business in the second half of 1957 is ex- 
pected to decline somewhat in several companies, the 
executives reporting are not too disturbed about the 
situation. The chairman of the board of a machine-tool 
company states that “there is no question that incoming 
business is slowing down very fast, but it is our feeling 
that at least in the capital goods industry, of which we 
are a part, it is a temporary adjustment rather than a 
long-term down trend.” 

Regarding their own business prospects during the re- 
mainder of 1957, cooperators in the following industry 
groups are particularly optimistic—metal industries: 
electrical industrial machinery, hardware, general in- 
dustrial machinery, instruments, controlsand apparatus, 
nonferrous metals, and office equipment; nonmetal in- 
dustries: apparel and related products, construction 
materials, and paper and allied products. 


SOME SOFT SPOTS 


The squeeze on profit margins is the most frequently 
mentioned problem confronting a number of the par- 
ticipating companies. The president of a construction 
materials firm explains that “we are faced with severe 
price competition as well as a squeeze between rapidly 
increasing costs and customer resistance to any sub- 
stantial price increases.” 

Similarly, the vice-president of a metal stamping and 
coating company finds that, “owing to the extreme pres- 
sure by customers against price increases, our burden of 
maintaining a fair profit has definitely increased.” 
Several such firms report price-cutting on the increase 
as a result of such keen competitive conditions. The 
president of a structural metal products company 
characterizes it as ‘‘senseless” and that it is being done 
“by what we believe to be unintelligent management. 
Industry tonnage volume is running a trifle ahead of 
1956 and yet some companies in our industry are quot- 
ing prices which we know to be unprofitable.” 

A producer of general industrial machinery believes 
that “part of the complaint about lower margins, in 
spite of increasing volume, might have something to do 
with habits and expenses acquired during the recent 
high-tax, high-volume, high-living year.” 
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Another feature of the business outlook that bears 
careful watching, according to the president of one 
food company, is overproduction. He fears that “many 
companies will find themselves in a position of having 
more production capacity than can be comfortably ab- 
sorbed. In order to justify and keep the new buildings 
and equipment busy, companies are likely to cut prices, 
and profits with them, thus aggravating the already dif- 
ficult job of operating at a profit. A continued squeeze 
of this sort could very well deplete the financial strength 
of smaller companies, cause their liquidation, and create 
further centralization of industry.” 

Still another area of concern in several companies 
continues to be “‘the tight money supply.” Particularly 
hard hit, says one firm, are “the municipalities and 
government bodies to whom we sell.” This monetary 
tightening also affects other firms whose “business 
health is dependent on new residential home construc- 
tion, which has been declining.” 


ORDERS GAIN, BILLINGS UP 


The dollar value of new orders in the next half year is 
expected to be higher than in the second half of 1956, 
according to more than one half (54%) of the companies 
participating in the survey. The remaining firms are 
divided equally between those that foresee declines and 
those that foresee no change in their rates of incoming 
orders. Comparison of estimated order levels in the next 
six months with those in the first half of 1957 are only 
slightly less favorable. Almost one half (48%) of the co- 
operating companies anticipate that new orders in the 
forthcoming six months will come in at a faster rate 
than in the preceding six months, one fourth (25%) 
expect to bill a lesser amount and 27% estimate that 
little change will take place. 

Several of the firms anticipating better rates of new 
orders mention ‘‘the steel strike in the second half of 
1956” as adversely affecting last year’s business. 

The prospects for dollar billings are even more en- 
couraging than those for new orders. Almost two out of 
three reporting companies expect that their dollar bil- 
lings for the second half of 1957 will run ahead of the 
second-half-1956 rate, outnumbering by four to one 
those companies that believe billings will fall below 
1956’s second-half levels. The remaining one sixth fore- 
see no change in billings between the latter halves of 
1956 and 1957. Measured against the levels of the pre- 
ceding half year, more than one half of the reporting 
companies expect that billings will increase in the second 
half of 1957, one fifth that they will be lower and the 
remaining one fourth that they will approximate the 
totals for the six months just ended. 

Among the reasons cited by executives for anticipat- 
ing higher dollar values of billings are “price increases,” 
“the nonoccurrence of the adverse effects of the 1956 
steel strike,” and “increased plant capacity.” Con- 
versely, several of the firms forecasting lower billings 
cite as most responsible “decreased sales volume and 


lower selling prices.” And one firm expects billings to 
remain about the same despite a decrease in the physical 
volume of sales, because “as costs go up there will 
probably be compensating price increases.” 


PRODUCTION HIKED 


The dollar value of production in the next six months 
will top the levels of second-half 1956 in about three 
out of five cooperating companies, whereas a lower rate 
of operations is expected by an additional one out of five 
firms. The remaining one fifth expect second-half out- 
put to equal the levels attained in the second half of 
1956. Comparing the two halves of 1957, more than two 
out of five companies plan to boost output during the 
balance of the year, three tenths predict declines in the 
dollar value of goods produced, and the remainder in- 
tend to continue operating at first-half-1957 levels. 

As in the case of new orders and billings estimates, 
one reason cited by reporting companies for the lift- 
ing of output levels is “enlarged manufacturing facili- 
ties.” However, in a few companies, 1957-second-half 
production will trend lower than first-half levels because 
of “vacation shut-downs,” while at least one company 
reports that output is “generally lower in the second- 
half of each year because of the time required for model 
changeovers.”” 


EXPANDED INVENTORIES 


Dollar inventories are currently higher than at the 
beginning of the year in half of the participating com- 
panies. While in several instances this growth in in- 
ventory investment stems from “price increases,” one 
nonferrous metal company makes reference to “‘an in- 
creasing volume of business and the necessity of having 
higher inventories in order to meet the requirements of 
our customers.” Slightly less than one out of four re- 
spondents reports that inventories are unchanged from 
January 1, 1957, levels; the remaining firms report 
lower stocks. A handful of these latter companies point 
out that inventories “were excessively high at the end 
of 1956.” 

However, inventories as a per cent of sales are cur- 
rently higher in almost two fifths of the reporting com- 
panies than they were at the start of the year; the ratios 
are lower in one third of the companies. Slightly less 
than three out of ten cooperators have maintained their 
inventory-sales ratios at first-of-the-year levels. 

Current inventories will be reduced during the latter 
half of 1957, according to one half of the survey partici- 
pants. On the other hand, more than one fifth plan to 
add to their current investment in inventories during 
the remainder of the year and over one fourth intend to 
maintain them at current levels. In one general indus- 
trial machinery firm where dollar inventories are ex- 
pected to move upward as the result of “new sales pro- 
grams, inventories are being watched very closely at 
this time to improve their rate of turnover.” One pro- 
ducer of instruments, controls and apparatus plans to 
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cut back on current inventory levels unless “there is a 
vigorous upturn in new orders received.” 


CAPITAL EXPENDITURES HEAD UP 


More than two fifths of the reporting companies are 
planning higher second-half-1957 rates of capital ex- 
penditures than prevailed in the six months just ended. 
On the other hand, almost three out of ten companies 
expect to decrease their capital outlays in the latter 
half of this year, while a similar proportion intend to 
continue spending at the first-half-1957 rates. 

In many cases, the anticipated increase in capital 
expenditures in the second half of 1957 is the result of 
“an expansion program that is just getting underway” 
or “a more-than-normal replacement and modernization 
program.” In one metalworking machinery company, 
the reason given for spending more is “to obtain further 
cost savings via automation.” Conversely, some firms 
will be spending fewer dollars because they “are ap- 
proaching the conclusion of major capital expenditure 
programs” or because they “traditionally plan major 
plant maintenance and improvements for the early 
months of the year.” 


PLUMPER PROFITS 


The outlook for profits among most companies par- 
ticipating in the survey is generally heartening. More 
than half the firms (53%) forecast better profits before 
taxes in the second half of 1957 than in the six months 
just ended. But in about one fourth (23%), second-half- 
1957 pretax profits are expected to be lower while 
another one fourth (24%) look to maintain their income 
at the first-half-1957 levels. 

Slightly less optimistic earning estimates are made 
for the entire year. Fifty per cent of the survey par- 
ticipants anticipate that 1957 profits before taxes will 
rise above the results attained in 1956, 33% predict 
smaller earnings and 17% expect to equal their 1956 
profits performance. 

Some firms expecting an improvement in their in- 
comes, hold as most responsible “price increases,” 
“better control of expenses,” “a better product mix,” 
‘“ncreased sales,” “more efficient production methods,” 
and “greater utilization of plant capacity.” 

In one firm, profits in 1957 will be “ahead of a poor 
showing in 1956.” In other companies, various factors 
such as the termination of “certain unprofitable opera- 
tions” and freedom from “‘the strike-period” of 1956, as 
well as the elimination of “various start-up expenses in 
new facilities” are reported as brightening the 1957- 
profit picture. 

Those companies expecting profit declines cite as con- 
tributing factors, “lower selling prices,” “increased labor 
and material costs,” “‘severe declines in sales volume,” 

‘and “heavy nonrecurring items of expense, such as 
moving to a new plant and starting up costs on new 


products.” 
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In the case of a metalworking machinery company, 
the president explains that “with declining new orders, 
with a backlog reduced to the point where it is not much 
help as a cushion, and with a recent increase in labor 
costs, there is bound to be a profit squeeze during the re- 
mainder of the year.”’ The squeeze is further emphasized 
by the vice-president of a refrigeration equipment com- 
pany who writes that his firm is not only “experiencing 
a decline in margin of profit per dollar of sales but a 
decline in sales volume.” 


OPTIMISTICALLY CAUTIOUS 


Although optimism is the keynote regarding the busi- 
ness outlook, a number of respondents express some con- 
cern over the uncertainties confronting industry in the 
months immediately ahead. As the chairman of the 
board of a metalworking machinery company sums up: 


“Over-all business is generally still very good, although it 
is spotty in some cases. I believe there is a little more un- 
easiness and uncertainty among businessmen about the 
coming six months, but none seems to be very fearful.” 


JAMES C. APICELLA 
G. Cuark THOMPSON 
Division of Business Practices 


(Turn to page 337 for survey results by industry and company) 


Business Forecasts 


(Continued from page 309) 


servative 4% to a hopeful 7%. Now, the most popular estimate 
for 1957 is 56 million units. One tire company economist, 
though, has stepped up his forecast to 57 million, compared 
with an original prediction of 54 million. .. . 

“Gains of 15% to 20% in 1957 original equipment sales were 
forecast last year, with one guess running close to 37.5 million 
units, based on a 7 million car output. Now the most optimis- 
tic estimate is less than 33.5 million and 32.5 million is a fre- 
quently quoted figure. 

“The latter figure is based on car production of six million 
this year... . 

“Total passenger tire sales for 1957 are forecast within a 
range of about 89.5 million to 91.3 million, or about 4.5% to 
7% ahead of last year’s 85 million. This year’s total would be 
the second highest on record topped only by 1955 when 42.5 
million of original equipment sales boomed total passenger 
tire production to more than 93 million. Passenger car tires 
account for more than 80% of all tires sold. Truck and bus 
tires make up about 10% of the total tire market, with the 
rest consisting chiefly of farm equipment, industrial and air- 
plane tires. 

“Tn estimating sales of all kinds of pneumatic tires, some 
companies include and others exclude airplane tires. Including 
those two, present estimates run between 110 million and 111 
million, or about 6% above last year’s 104.8 million, but a 
trifle behind the 1955 peak of 114.3 million. . . .” 


The May Rise in Retail Prices 


The retail price level, as measured by THe Conrer- 
ENCE Boarp’s consumer price index, continued its steady 
rise with an increase of 0.2% recorded in May. The all- 
items index for the United States, rising for the fifth 
consecutive time this year, reached 104.1 (1953=100), 
which was 0.2% above the previous month and 2.9% 
above the year-ago level. 

The purchasing value of the consumer dollar fell 0.2 
cent in May, 1957, reaching a new all-time low of 96.0 
cents (1953 dollar=100 cents); this was 2.8 cents below 
the May, 1956, figure. 

The May rise in the price level was primarily owing to 
seasonal increases in food prices, which rose 0.5% over the 
month. Lesser increases of 0.2% and 0.1% occurred in 


eggs were considerably cheaper. Declines throughout the 
“other food at home” group, which were led by a 2.3% 
drop in coffee prices, more than offset the continued 
increase in the price of sugar. 


The Other Components 


The sundry component, with the largest increase 
among the nonfood groups, was up only slightly —0.2%— 
over the month. The advance came from higher charges 
for medical and personal care and recreation. Apparel 
costs were fractionally higher, with men’s clothing prices 
and shoe repair and dry-cleaning charges still on the up- 
grade. Women’s apparel costs remained unchanged for 
the second consecutive month. 


The Conference Board's Consumer Price Index—United States Cities Over 50,000 in Population 
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sundries and apparel. Housing and transportation costs 
remained unchanged over the month. 


Food Seasonally High 


The erratic behavior of food prices during the last few 
months may be considered a thing of the past (for the 
time being) as food prices entered their seasonal spring- 
summer upswing in May. Meat, fish and poultry prices 
continued their recovery, meats being higher by 0.9% 
(especially beef registered substantial price gains). Poul- 
try prices continued to slide back to bargain levels, and 
fish was fractionally cheaper. Despite continued declines 
for frozen produce, fruits and vegetables rose 3.3%. Man- 
ufactured dairy goods and cereal and bakery products 
continued their slow and steady climb. Fresh milk and 
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Housing and transportation costs remained at April 
levels as fractional increases within these groups were 
balanced by equally small declines. Within the housing 
index, rents, gas and electricity and household operation 
costs inched up slightly. Price slides for solid fuels and 
housefurnishings and equipment canceled these increases. 
Public transportation charges remained unchanged in 
May, while slightly higher car prices were counterbal- 
anced by lower automobile upkeep charges. 

Compared with a year ago, the consumer had to pay 
substantially more for all commodity groups. Food cost 
3.5% more; and transportation was up 3.2%, housing 
2.7%, sundries rose 2.6%, and apparel costs 1.5%.— 
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THE SOIL BANK— ONE YEAR AFTER 


HE Soil Bank,! particularly the acreage reserve 

program, has been alternately praised and con- 

demned in Congressional hearings in recent months. 
Its critics claim that heavy outlays by the government 
have not brought about the reductions hoped for in 
production and surpluses.'Its advocates argue that the 
acreage reserve has helped to hold down surpluses and, 
In any event, that the true test of the program is yet to 
come. (Since the Soil Bank Act was not passed until 
May 28, 1956, when the bulk of the plantings had al- 
ready taken place, the full impact of the program could 
not be felt in the 1956 crop year.) 

The Soil Bank consists of two parts, the acreage 
reserve and the conservation reserve. It is the former 
which has been primarily under attack. The chief object 
of the Soil Bank’s acreage reserve provision was to 
whittle down surplus stocks of the six basic commodities 
—cotton, wheat, corn, peanuts, rice and tobacco, par- 
ticularly the first three which were in heaviest oversup- 
ply—by means of taking out of cultivation sizable por- 
tions of the acreage devoted to these crops. Since land 
placed in the acreage reserve cannot be used for the 
cultivation of other crops, the function of the acreage 
reserve was to be twofold: to cut back production of the 
basics, and to prevent oversupply in other crops. Prior 
to the Soil Bank, the use of acreage allotments and 
marketing quotas resulted in diversion of acreage from 
production of the basics to production of other crops, 
chiefly feed grains, often causing oversupply and reduc- 
ing prices of the latter. 


1 For a brief summary of the Soil Bank Act, see page 279 of the 
July, 1956, Business Record 


Status of Legislation 


On May 15, 1957, the House of Representatives passed a bill 
that rescinded the acreage reserve provision after the current 
crop year and reduced the limit of annual conservation reserve 
payments from $450 million to $250 million. However, on 
June II, the Senate voted to continue the acreage reserve for an 
additional year, with a limit of $600 million for 1957 crops and 
$500 million for 1958 crops; the limit per farm was set at $5,000. 
The ceiling for annual conservation payments was set at $350 
million. The original Soil Bank Act passed last year held annual 
payments at a maximum of $750 million for the acreage reserve, 
and $450 million for the conservation reserve. A reconciling 
version will presumably be drafted by Senate-House conferees. 


TS 
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It is too soon to evaluate the effectiveness of the 
acreage reserve, but this is what it has accomplished so 
far. Some 12.2 million acres, or about 10%, of the acres 
allotted to the basics, went into the acreage reserve in 
the 1956 crop year. The bulk of the acreage was with- 
drawn from wheat and corn allotments (5.7 million, and 
5.3 million acres, respectively). The remainder is ac- 
counted for by cotton (1.1 million acres); peanuts 
(44,000 acres); tobacco (32,000 acres); and rice (28,000 
acres). Payments for participation in the 1956 acreage 
reserve amounted to $260 million. (Conservation reserve 
payments totaled $25 million.) 


WHAT HAPPENED TO OUTPUT? 


What happened to 1956 output of the basics as a 
result of the acreage withdrawn? Ironically enough, corn 
and wheat, the commodities with the heaviest subscrip- 
tion in the acreage reserve and with the biggest sur- 
pluses, each registered a 7% increase in production 
from 1955. (Conceivably, of course, the increases 
might have been steeper in the absence of the acreage 
reserve.) Output of the four other basics declined: rice, 
15%; cotton, 10%; tobacco, 2%; and peanuts, 1%. How- 
ever, widespread drought, rather than the Soil Bank, 
was probably mainly responsible for the reduced outputs. 

Price supports extended on 1956 crops through April 
30, 1957, stood at $2.8 billion, or 17% below the $3.4 
billion that had gone into support by this time last year. 
The bulk of the decline can be attributed to a $410- 
million drop in cotton price supports, and a $150- 
million drop in wheat. The combination of smaller 
quantities of crops coming under price support during 
the current fiscal year, and of a somewhat more active 
movement of commodities out of CCC inventory, has 
reduced the government’s total investment (in com- 
modities in inventory and pledged for loans) from $8.6 
billion on April 30, 1956, to $7.8 billion on April 30, 
1957. Here again, the Soil Bank was probably only an 
attendant factor in liquidating some of the heavy CCC 
investment in price supported commodities. The prime 
factor was the expansion of agricultural exports, prin- 
cipally cotton and wheat. (Cotton exports for the 1956- 
1957 marketing year, as estimated by the Department 
of Agriculture, will be about 7.5 million bales, as against 
only 2.2 million bales last year. Wheat exports in 1956 
jumped to 475 million bushels from 275 million bushels 
in 1955.) 

For 1957, some 21 million acres have been signed up 


(Continued on page 336) 


PERSPECTIVE ON CONSUMER DURABLES 


The troubles are in inventories and competition, not sales 


goods output throughout the postwar period has 

been its pronounced dips and surges. The pro- 
duction of nonauto consumer durables—particularly 
household appliances—has tended to rise much more 
than the Federal Reserve’s industrial production index 
in a period of business expansion, and to sag to much 
lower depths during a period of decline. (See chart.) 

But this strong ebb and flow in output of household 
durables has not generally been a reflection of trends in 
the market place—at least not so far as consumers have 
been concerned. While consumer goods production has 
shown the characteristics of a yo-yo, the consumer has 
been plodding along making his purchases at a remark- 
ably steady rate. 

True, total consumer durable goods sales have risen in 
some years, dropped in others. But the major element 
in this sales cycle has been the sharply varying rate of 
automobile sales. Removal of cars from the durables 
category reveals a remarkably stable level of consumer 
expenditure for the nonautomobile durables that ap- 
pears to be only distantly related to the large accom- 


()' of the noteworthy aspects of consumer hard- 


TV and Cars 


Some appliance lines—notably TV—have grown 
so rapidly in the postwar years that the trend of their 
output now has acquired a significant effect on the 
changes in aggregate consumer durable goods pro- 
duction, as measured by the Federal Reserve's special 
consumer durables index. Even after substantial declines 
in the past two years, TV accounted for 5.1% of the 
points in the index during the first quarter of 1957; it 
averaged 1.8% of the total of all consumer durables 
output during the years 1947 to 1949. At its present rate 
of output, TV is two and one half times the size of radio 
(where production has been on the rise lately), about 
two fifths as large as all other major appliances com- 
bined, and one seventh the size of the automobile 
industry. Cars themselves have grown in relative im- 
portance. Furniture and floor coverings, heating appa- 
ratus, radios, auto parts and miscellaneous durables 
have declined in relative importance. 
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panying fluctuations in output. In 1956, while car and 
parts sales were dropping 15% from 1955, retail furni- 
ture and household equipment sales posted a gain of 5%. 
In the past five years, nonauto durable sales have 
been closely tied to income: over the period, their vol- 
ume has ranged from 6.6% of disposable income (in 
1954) to 6.8% (in 1955 and 1956). This stability in sales 
as opposed to output holds up under close inspection. 
Quarter by quarter since the start of 1952, nonauto dur- 
able sales have ranged from 6.5% of disposable income 
to 6.9%—a surprisingly moderate fluctuation, consider- 
ing the wide shifts in output throughout the period. 


ACCOUNTING FOR VOLATILITY 


Why then the volatile swings in production? One 
obvious contributing factor is that household durables 
(unlike automobiles) are a wide and miscellaneous mar- 
ket classification that takes in a large variety of goods. 
While it is true that, over-all, consumers have spent a 
fairly fixed proportion of income on these goods, there 
has evidently been considerable shifting among types 


Output Pattern: Household goods fluctuate more than 
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Rise in auto credit outstanding has been sharper than 


foot other consumer goods .. . 
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within the classification. Sales of individual household 
durables have shown large gains or drops in rather short 
periods. The crux of the matter is that no one knows 
when the consumer is about to initiate one of these 
shifts in preference. It is the shift in the mix of pur- 
chases, rather than any change in the aggregate rate of 
spending, that has bedeviled the consumer goods 
producer. 

When consumers shift preferences and slow down 
purchases (as has happened recently in TV), the result 
is a rapid pile-up of stocks. Even though TV output has 
been cut back sharply and has declined almost steadily 
since the end of 1955, production has until recently out- 
run final demand. As a result, stocks of TV sets in the 
hands of manufacturers and wholesalers more than 
doubled between mid-1954 and the end of 1956. Only 
sharp production cutbacks could succeed in working 
down these stocks. And only in the past several months 
have the cutbacks taken hold; going into May wholesale 
and manufacturing stocks were down over 20% from 
their record levels of the beginning of the year. 

In ordinary times, the nature of consumer durable 
goods output is such that there is a large supply of goods 
in the pipelines. Inventories of some types of finished 
goods in distributive channels from manufacturer to re- 
tailer may represent over 40% of a year’s sales to final 
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consumers. The runoff can—and frequently does—en- 
tail stringent curtailment of output. 


PIPELINE PILE-UP 


The massive rescheduling necessary to reduce produc- 
tion is further complicated by the fact that the pile-up 
often moves backward through the distribution pipe- 
line in a wave. Such appears to be the case at the 
present time, in most consumer durable lines. While 
stocks at the manufacturing level were higher at the 
beginning of the second quarter than they were a year 
ago, retailers had already succeeded in cutting their own 
stocks. Retail inventories of the furniture and appliance 
stores are now lower than they were a year ago, and are 


Flux in the Mix 


There is a constant flux in the distribution of the 
product mix of the appliance industry as consumer 
preferences shift. The shift results partly from the in- 
troduction of new or improved products, partly from 
sudden changes in the penetration rates of older 
products. 

Consumers have been quick to purchase those new 
products that offer convenience or comfort. Air con- 
ditioning is posting sizable year-to-year gains and is 
well on the way to becoming one of the top-volume 
lines. Last year about 1.6 million units were sold to 
consumers; this year the industry anticipates sales of 2 
million units. Unseasonably cool weather at the start 
of the season was offset by a nationwide mid-June heat 
wave. Manufacturers sold 1.1-million electric frying 
pans in 1955; sales jumped to 6.3 million in 1956. Steam 
irons rose from 5 million in 1955 to 6 million in 1956. 
At the same time, manufacturers’ sales of electric 
broilers slumped 51%; ironers, 31%; home freezers, 
11%; and TV, aN 


Relative Importance! of Components in 
Consumer Durables Production 


% Change 
1947-49 Ist Q, ’572 Ist Q, ’57/ 
1947-’49 Avg. 
Consumer durable goods 
PLOGUCHION = -leseeistel> 100.0 100.0 
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2 Seasonally adjusted 
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off 6% from their peak last fall. But the steadfast re- 
fusal of retailers to enlarge stocks led to growth in manu- 
facturing stocks at the very time when output was being 
reduced—even though final consumer demand, though 
not brilliant, was at least satisfactory. The net result 
was a further curtailment in output. Output of home- 
laundry equipment, for example, was running more 
than 20% behind 1956 in the first quarter. Going into 
the second quarter, production was cut even further, 
with final assembly in some lines running more than 
30% below the previous year. 

There are strong indications that what is happening 
in TV and home-laundry goods is more or less represen- 
tative of most consumer durable lines at the present 
time. Production is lower than consumer demand. Out- 
put of major household goods (which includes furniture, 
appliances, radio and TV, and accounts for about three 
fourths of nonauto consumer durable expenditures) has 
dipped about 6% since the last quarter of 1956; it is off 
10% from first-quarter 1956. Aggregate consumer sales, 
meanwhile, are down only slightly from year end, and 
are running above a year ago. 


THE HOME AND THE DURABLE 


The slowdown in the rate of new-home construction 
has not been primarily responsible for the decline in 
consumer durables production, although it has doubtless 
aggravated it. Any letdown in building of new homes is 
bound to reduce the demand for a wide variety of house- 
hold goods, but the production declines being posted in 
many lines are far greater than the dip in housing. Even 
refrigerators, a basic new home requirement, would 
appear to be relatively mildly affected by the current 
weakness in new dwelling construction. New-home 
building this year is widely expected to run about 10% 
below that of last year. The decline works out to less 
than 3% of annual production of refrigerators, assuming 
every new home were to get a new refrigerator. For 
most other household items the effect is even smaller. In 


Income and Nonauto Durables 


ee 
Consumer Expenditures for 
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Q Dispossbie 
Year by Quarters _., Income — eS eS 
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Q 251.0 16.8 6.7 
3 251.7 16.8 6.7 
4 251.0 16.3 6.5 
TOS. bere cise 1 252.3 16.5 6.5 
g 252.8 16.8 6.6 
3 254.0 16.9 6.7 
4 258.0 17.0 6.6 
W955 sace.es ae 1 260.6 18.0 6.9 
4 268.5 18.3 6.8 
3 273.8 18.7 6.8 
4 278.4 18.9 6.8 
TO56 Sree eee 1 280.2 19.3 6.9 
2 284.9 19.5 6.8 
3 288.2 19.4 arg 
4 293.3 19.8 6.6 
19ST Ge oneae 1 295.4 19.6 6.6 


All figures are seasonally adjusted annual rates 
Sources: Department of Commerce; THz CoNFERENCE Boarp 


recent years, in fact, production of items such as wash- 
ing machines and ranges has swung sharply in a re- 
verse direction from the trend in housing. In so far as 
appliance markets are concerned, inventory swings thus 
seem to have absorbed the impact of housebuilding 
trends. 


HOUSEHOLD GOODS AND CREDIT 


Net extension of instalment credit obligations has 
helped to augment household durable sales—but not 
much lately, and not nearly so much as in the case of 
automobiles. For the first four months of 1957, auto 
paper outstanding showed a seasonally adjusted rise of 
$443 million (about 3%), but for other consumer goods 
(largely, but not entirely, durables) the gain was only 
$43 million (about 4%). 

Expansion in credit volume for consumer goods other 
than automobiles has been relatively mild in recent 
years, and has maintained a close relationship with 
income. While total consumer credit outstanding has 
advanced more rapidly than income in most postwar 
years, consumer goods paper other than automobiles has 
moved only about proportionately to incomes. Coincid- 
ing with the relative stability in nonauto household dur- 
able sales, expressed as a per cent of income, instalment 
credit outstanding, also expressed as a per cent of in- 
come, has clung tenaciously to a narrow range around 
2.8%. Credit conditions, while being an important influ- 
ence in supporting total durable sales, thus do not 
have the predominance in nonauto hard goods that 
they have in automobiles. 

Rising prices have been a restraining influence in 
only part of the consumer durable goods field. While 

(Continued on page 336) 
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ANTITRUST POLARITY: THE TWO DUPONT DECISIONS 


How does the new du Pont (G.M.) decision fit in with the earlier du Pont (Cellophanel 
decision? Has cellophane been overruled? To what extent do differences in issues explain 
the differences in the decisions and to what extent do the Justices who abstained hold the 
clue to future decisions? These and similar questions are considered 
in the accompanying article 


Court handed down a decision on du Pont’s 

stockholding in General Motors that reaches 
beyond any existing ruling under Section 7 of the 
Clayton Act. Indeed it stands with such major antitrust 
decisions as the original Standard Oil and American 
Tobacco decisions and the more recent Alcoa and Cello- 
phane decisions in its potential effect on corporate plans 
for expansion and growth. 

The Court’s recent ruling follows one year after a 
decision on du Pont’s power to monopolize the cello- 
phane industry. Although du Pont figured in both cases 
—and both were grounded in definitions of the markets 
affected—there is little further resemblance between the 
two cases. Each is based on a different section of the 
antitrust laws, and therefore involves different issues, 
different facts, and different tests of violation. 

Since a trial and error process characterizes the shap- 
ing of the law to the complex problems of competition 
and monopoly, many of the effects of the new decision 
will not become apparent until other sets of facts have 
been examined by the Department of Justice and the 
Federal Trade Commission and other issues have been 
adjudicated. It is, however, neither necessary, nor pos- 
sible, to wait for additional decisions to begin to ap- 
praise the meaning of the current decision in terms of 
new alternatives open to the law enforcement agencies, 
and, therefore, to business as a result of the decision. 


ex JUNE 3, 1957, the United States Supreme 


Primary Issues in the Two Cases 


The earlier (cellophane) decision concerns section 2 of 
the Sherman Act; the later (G.M.) decision concerns 
section 7 of the Clayton Act. The first applies to actual 
monopolization or outright attempts to monopolize, 
while the second applies to mergers or acquisitions that 
may substantially lessen competition or tend to monop- 
oly, even if these effects have not yet appeared. In the 
words of the Supreme Court in the du Pont (G.M.) 


decision: 


“Section 7 is designed to arrest in its incipiency not only 
the substantial lessening of competition from the acquisition 
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by one corporation of the whole or any part of the stock of a 
competing corporation, but also to arrest in their incipiency 
restraints or monopolies in a relevant market which, as a 
reasonable probability, appear at the time of suit likely to 
result from the acquisition by one corporation of all or any 
part of the stock of any other corporation.! The section is 
violated whether or not actual restraints or monopolies, or 
the substantial lessening of competition, have occurred or 
are intended.” 


Sherman 2 tests appear, therefore, to be related to 
Clayton 7 tests as an account of an event is related toa 
prediction that the same event may occur. What this 
distinction means is sharply illustrated in the earlier 
cellophane and later G.M. decisions. 

In the cellophane case, the ultimate issues before the 
Supreme Court were, first, whether du Pont controlled 
price and competition in the relevant market; and, 
second, whether the market in which control was to be 
determined included cellophane only, or also included a 
variety of substitutes. If so, how wide a variety, since 
du Pont’s share of this “market” would depend on how 
the market was defined. 

In the G.M. case, by contrast, the primary issue as 
conceived by the majority of the Supreme Court was 
“whether du Pont’s commanding position as a General 
Motors’ supplier of automotive finishes and fabrics was 
achieved on competitive merit alone, or because its 
acquisition of the General Motors stock, and the conse- 
quent close intercompany relationship, led to the insula- 
tion of most of the General Motors market from free 
competition, with the resultant likelihood, at the time of 
suit, of the creation of a monopoly of a line of com- 


1 The original version of Clayton 7, passed in 1914, covered acquisi- 
tions of corporate stock only, and did not apply to acquisitions of 
corporate assets; nor was it clear that it applied to purchases of stock 
in a company that was not a competitor. Under an amendment of 
1950, however, acquisition of all or part of the assets of a corporation 
engaged in commerce by another corporation also engaged in com- 
merce and under the jurisdiction of the Federal Trade Commission 
was also prohibited “where in any line of commerce, in any section{of 
the country, the effect of such acquisition may be substantially;,to 
lessen competition, or to tend to create a monopoly” » 


2U. S. vs. E. I. du Pont de Nemours and Company, et al., U. S. 
Supreme Court, June 3, 1957, majority opinion, p. 3. 
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merce.”! Or, to put the matter another way, was 
du Pont’s acquisition of stock in General Motors solely 
an investment or was the stock used to insulate a sub- 
stantial part of the General Motors’ market from com- 
petitors of du Pont? 


What the Court Held in Cellophane Case 


In the cellophane case, the Department of Justice had 
charged that du Pont accounted for approximately 75% 
of the sales of cellophane, and that it therefore had 
achieved a monopoly in violation of section 2 of the 
Sherman Act. 

Du Pont argued that cellophane was in active com- 
petition with a wide range of other flexible wraps, in- 
cluding greaseproof, glassine, vegetable parchment, 
waxed paper, aluminum foil, cellulose acetate, pliofilm, 
saran, polyethylene, cry-o-rap, and sulphite wrapping 
papers. It therefore contended that, although it pro- 
duced about 75% of the cellophane sold in the United 
States, cellophane constituted less than 20% of all flex- 
ible packaging materials sales. It further contended that 
it had not violated section 2 of the Sherman Act be- 
cause it did not have power to control the price of cel- 
lophane or to exclude competitors from the markets in 
which cellophane is sold.? 

The issue was therefore clearly joined as to whether 
the appropriate market for a Sherman 2 case includes 
substitutes for the product alleged to be monopolized— 
and, if it does, under what conditions, since more prod- 
ucts become potential substitutes for each other at wide 
differences in price or over long periods of time than are 
interchangeable at narrower price differentials or with 
given technical knowledge. 

The majority of the Court met this issue squarely. It 
held, in effect, that monopoly power consists of control 
of price and competition in the market that the de- 
fendant is charged with monopolizing. It said: 

“The ‘market’ which one must study to determine when 
a producer has monopoly power will vary with the part of 
commerce under consideration. The tests are constant. That 
market is composed of products that have reasonable inter- 
changeability for the purposes for which they are produced 
—price, use and qualities considered.’’ 

and: 

“This interchangeability is largely gauged by the pur- 
chase of competing products for similar uses considering the 
price, characteristics, and adaptability of the competing 
commodities.””4 
The Court found that flexible wrappings afford such 

alternatives to cellophane. It pointed out that if cello- 
phane, and cellophane only, was the “‘market,”’ du Pont 
would, of course, have been found to have monopoly 
power.® But “du Pont’s power to set the price of cello- 

1 Ibid., p. 2 

?U.S. vs. E. I. du Pont de Nemours and Company, U.S. Supreme 
Court, June 11, 1956, majority opinion, p. 2 

8 Ibid., p. 27 

4 Ibid., p. 3 

Ibid., pp. 14-15 


phane has only been limited by the competition afforded 
by other flexible materials.” 

A minority of the Court, including Chief Justice 
Warren and Justices Black and Douglas held that cello- 
phane is not “the self-same product” as glassine, grease- 
proof and vegetable parchment papers, waxed papers, 
sulphite papers, aluminum foil, cellulose acetate, and 
pliofilm and other films.2 They pointed out that 
du Pont’s production of cellophane had increased from 
361,249 pounds in 1924 to 133,502,858 pounds in 1947, 
and that the price of cellophane was at all times during 
the period far greater than that of glassine (seven times 
that of glassine in 1929, four times that of glassine in 
1934, and still more than twice that of glassine in 1949); 
that cellophane had a similar price relation to waxed 
paper; and that sulphite paper sold at even less than 
glassine and waxed paper: 

“We cannot believe that buyers, practical businessmen, 
would have bought cellophane in increasing amounts over a 
quarter of a century if close substitutes were available at 
from one seventh to one half cellophane’s price. That they 
did so is testimony to cellophane’s distinctiveness.” 


The minority held further that: 

“The inference yielded by the conduct of cellophane 
buyers is reinforced by the conduct of sellers other than 
du Pont. ... Sylvania, the only other cellophane pro- 
ducer, absolutely and immediately followed every du Pont 
price change, even dating back its price list to the effective 
date of du Pont’s change. Producers of glassine and waxed 
paper, on the other hand, displayed apparent indifference to 
du Pont’s repeated and substantial price cuts. 


“That producers of glassine and waxed paper remained 
dominant in the flexible packaging materials’ market with- 
out meeting cellophane’s tremendous price cuts convinces us 
that cellophane was not in effective competition with their 
products.’’4 


What the Court Held in General Motors Case 


In the G.M. case, the Department of Justice had 
primarily charged that intercompany relations between 
du Pont and General Motors violated sections 1 and 2 
of the Sherman Act, and, secondarily, that stockholding 
by du Pont in General Motors violated section 7 of the 
Clayton Act. The primary charges set the focus for the 
trial of the case in the District Court and for the major 
part of the Department of Justice’s argument before the 
Supreme Court. In the closing pages of its brief, and for 
a few minutes in its oral argument before the high 
Court, the Government asserted that du Pont had vio- 
lated section 7 of the Clayton Act by using its stock 
interest in General Motors “‘to channel General Motors’ 
purchases to du Pont.’ 

In its decision the Supreme Court ignored the Sher- 

1 Jbid., p. 14 

2 Ibid., dissent, p. 1 

3 Tbid., p. 3 

‘ Ibid., pp. 4-5 


°U. S. 0s. E. I. du Pont de Nemours and Company, et al, U.S 
Supreme Court, June 3, 1957, dissent, p. 2 aie fo te. 
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man Act issues that had been the focal point of eight 
years of litigation and held that du Pont’s acquisition of 
a, 23% stock interest in General Motors during the years 
1917-1919 violated section 7 of the Clayton Act because 
at the time of suit there was a reasonable probability 
that the acquisition was likely to result in the con- 
demned restraints.! 

The Court reached the decision over the District 
Court’s findings to the contrary and over du Pont’s 
objections that the 1914 version of Clayton 7 did not 
apply to acquisitions of stock in a customer; that the 
acquisition had been made as an investment some 
thirty years before; that the stock was purchased at a 
time when General Motors itself was not a substantial 
factor in the automobile market and when du Pont was 
just beginning to make finishes and fabrics; that, even 
today, du Pont’s sales to General Motors constitute only 
a small proportion of total United States sales of finishes 
and fabrics; and that du Pont’s General Motors busi- 
ness had always been obtained on the basis of quality 
and price. 

In upholding the Department of Justice rather than 
du Pont, the Court has broken new ground on a wide 
range of issues affecting not only the purchase but also 
the holding of stock by one corporation in another. By 
what steps did the Court reach its conclusions? The 
principal tests may be briefly summarized: 


1. Activity by du Pont. The Court stated that at the 
time du Pont purchased its General Motors stock it was 
aware that General Motors represented a potentially 
valuable customer? even though at the time General 
Motors produced only about 11% of total automobile 
production “and its requirements, while relatively sub- 
stantial, were far short of the proportions they assumed 
as it forged ahead to its present place in the industry.’ 
The Court found that du Pont’s “commanding position 
as a General Motors supplier” was not achieved until 
shortly after its purchase of a sizable block of General 
Motors stock in 1917.4 It further found that du Pont had 
attempted to use its position as a stockholder to expand 
its sales of finishes and fabrics. During the period when 
it was purchasing General Motors stock, for example, 
a former du Pont sales manager and vice-president be- 
came the General Motors vice-president in charge of the 
operations committee and— 


« . . frankly and openly set about gaining the maximum 
share of the General Motors’ market for du Pont. In a 
contemporaneous 1918 document, he reveals his intention to 
‘pave the way for perhaps a more general adoption of our 
material,’ .. .”5 


1 Toid. 

2 Tbid., majority opinion, p. 14 

3 Tbid., p. 12 

4 Ibid. The minority notes that through the years du Pont’s sales of 
finishes to General Motors accounted for less than 26% of its total 
sales of finishes (Ibid., dissent, p. 23), and its sales of industrial fabrics 
to General Motors constituted a still smaller proportion of its total 
sales of such fabrics (Ibid., p. 31). 

5 Ibid., majority opinion, p. 16 
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How the Supreme Court Has Changed 


When the du Pont (cellophane) decision was handed down 
by the Supreme Court in June, 1956, Justice Reed wrote the 
majority opinion in which he was joined by Justices Burton and 
Minton, while Justice Frankfurter wrote a separate but con- 
curring opinion. Justices Warren, Black, and Douglas dissented 
and Justices Clark and Harlan took no part in the decision. 

When the du Pont (G.M.) decision was handed down a 
year later, Justice Brennan wrote the majority opinion joined by 
Justices Warren, Black, and Douglas. Justices Burton and 
Frankfurter dissented and Justices Clark, Harlan and Whittaker 
fook no part in the case. 

Between the two decisions Justices Minton and Reed had left the 
Court and been replaced by Justices Brennan and Whittaker. 
The former minority, with the addition of Justice Brennan, became 
the majority in the new decision, while the former majority, 
having lost Justices Minton and Reed, became the minority. 


2. Incipiency. Clayton 7 is addressed to probable future 
substantial lessening of competition or a tendency to 
monopoly, not to actual lessening of competition or 
monopoly. In the words of the Court it is designed: 


sé 


. . . to arrest in its incipiency not only the substantial 
lessening of competition from the acquisition by one cor- 
poration of the whole or any part of the stock of a competing 
corporation, but also to arrest in their incipiency restraints 
or monopolies in a relevant market which, as a reasonable 
probability, appear at the time of suit likely to result from 
the acquisition by one corporation of all or any part of the 
stock of any other corporation. The section is violated 
whether or not actual restraints or monopolies, or the substan- 
tial lessening of competition have occurred or are intended.” 
[Emphasis supplied]. 

3. Timing of suit. A judgment of incipient lessening of 
competition can be made at any time when an acquisi- 
tion “threatens to ripen into a prohibited effect.’’? Thus, 
suit need not be brought at the time when the stock is 
acquired: 


“The Government may proceed at any time that an 
acquisition may be said with reasonable probability to con- 
tain a threat that it may lead to a restraint of commerce or 
tend to create a monopoly of a line of commerce.” 


4, Acquisitions for investment not necessarily exempt. 
Section 7 contains an exemption for acquisitions of stock 
solely for investment, but the exemption applies only 
when the stock is not used, by voting or otherwise, to 
bring about, or attempt to bring about, a substantial 
lessening of competition. The Court ruled that this 
exemption was not available in this case. 


5. Vertical acquisitions covered. Despite the absence of 
precedent, the Court held that vertical acquisitions of 
stock were covered under the 1914 version of Clayton 7: 

1 Tbid., p. 2 

2 Ibid., p. 10 

3 Ibid., p. 10 
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“We hold that any acquisition by one corporation of all 
or any part of the stock of another corporation, competitor 
or not, is within the reach of the section whenever the 
reasonable likelihood appears that the acquisition will result 
in a restraint of commerce or the creation of a monopoly in 
any line of commerce. Thus, although du Pont and General 
Motors are not competitors, a violation of the section has 
occurred if, as a result of the acquisition, there was at the 
time of suit a reasonable likelihood of a monopoly of any 
line of commerce.” 


6. The relevant market. The Court held that determi- 
nation of the relevant market is a prerequisite for an 
appraisal of whether there may be a substantial lessen- 
ing of competition “in any line of commerce in any sec- 
tion of the country” as the result of an acquisition. 

It found that the relevant product market consisted 
of the automotive finishes and automotive fabrics pur- 
chased by General Motors. No weight was given to the 
possibility that other industrial finishes and fabrics 
might be used in automobiles; that General Motors pur- 
chases part of its requirements for automotive finishes 
and fabrics from du Pont’s competitors; that du Pont 
had different degrees of success with different divisions 
of General Motors; or that du Pont failed to make head- 
way with General Motors with other of its products. 

By defining the market in terms of General Motors’ 
purchases of automotive finishes and fabrics, the Court 
found that du Pont accounted for 67% of the sales in 
the relevant market. Had the Court taken account of all 
users of all industrial finishes and fabrics, du Pont’s 
share would have been under 4%.? 


7. Substantiality. The Court held that the market 
affected must be substantial and that there must be a 
likelihood that competition will be foreclosed in a sub- 
stantial share of that market. It held that both require- 
ments had been met in this case because: 


a. General Motors is the ‘colossus of the gianf automobile 
industry,’ accounting annually for upwards of two fifths of 
the total sales of automotive vehicles in the nation (38.5% 
in 1947; 48.8% in 1955); and 


b. Du Pont supplied 67% of General Motors’ require- 
ments for finishes in 1946 and 68% in 1947; it supplied 
52.3% of General Motors’ requirements for fabrics in 1946 
and 38.5% in 1947. 


The Court reasoned that because General Mofors accounts 
for almost one half of the automobile industry's annual sales, 
its requirements for automotive finishes and fabrics represent 
approximately half of the relevant market for these materials 
and that du Pont’s share of that market was in turn sub- 
stantial.4 


In fact, if du Pont supplies two thirds of General Mofors, 
requirements for finishes and one third of ifs requirements for 
fabrics—and General Motors accounts for half the purchases 


1 bid., p. 5 

2 Du Pont’s sales of industrial finishes to General Motors amounted 
to approximately $19 million; its sales of industrial fabrics to General 
Motors amounted to something under $4 million in 1947-—represent- 
ing less than 3.5% of the national market for industrial finishes and 
only about 1.6% of the national market for industrial fabrics. (Ibid., 
dissent, p, 46) 

3 [bid., majority opinion, p. 8 

4 Tbid., pp. 8-9 


What the New Du Pont Decision Does Not Do 


Despite its breadth, the Supreme Court's 1957 du Pont 
decision is not, in fact, so broad as certain initial commentators 
have indicated. For example: 


1. The decision will not necessarily make it easier for the 
government to prove antitrust charges, as such. 

The decision does not directly affect the Sherman Act or 
other sections of the Clayton Act; nor is it necessary to assume 
that the narrow definition of the market found appropriate for 
this case will be found equally fitting for monopoly cases. 


2. The decision is not an attack on concentration in the 
technical sense, although it has been described as such. 

The term “concentration’’ refers normally fo the extent to 
which a relatively small number, or proportion, of the largest 
firms in an industry account for a relatively high proportion of its 
output. In this case, however, the Court makes no reference fo 
the amount of the automobile business, or even the automotive 
finishes and fabrics business, accounted for by any company 
except General Motors itself. There is no indication that the 
Court's conclusion would have been the same, if four companies 
—or two or three—had accounted for the share of the aufo- 
mobile industry held by General Motors. 


3+ The decision does not necessarily declare an open 
season on all corporate acquisitions of corporate stock since 
1914—although it does open the way for more actions than 
would be possible if the enforcement agencies had to bring 
suit before, or within a limited period of time after, an acquisi- 
tion. 


4+ The new decision does not necessarily overturn the cello- 
phane decision. 

Since Clayton 7 is designed fo halt (or, in the view of the 
majority, reverse) acquisitions which may lead to a substantial 
lessening of competition or tend to monopoly, the standard of 
what constitutes a market may be different from the definition of 
a market where an actual monopoly is in question. 


5: The fact that the present decision rests on a narrow 
definition of "the relevant market'’ does not necessarily mean 
that all Clayton 7 decisions will take the same shape. 

Indeed, it is possible that where potential injury to competi- 
tion is demonstrable in terms of a wider definition of a market, 
the Court will use the definition appropriate to the probable 
competitive effects. 


SEE 
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in the industry—then du Pont must account for approximately 
one third of all domestic sales of automotive finishes and 
one sixth of all domestic sales of automotive fabrics. These 
are presumably the relevant percentages which might be 
applied by the enforcement agencies in bringing other cases. 


8. Market changes. Market changes outside the con- 
trol of the acquiring corporation may change the status 
of its stock ownership. The minority opinion, for 
example, points out that, on the reasoning of the 
majority, a corporation that has purchased stock may 
many years later find itself in violation of Clayton 7 for 
reasons outside of its control; e.g., growth of the corpora- 
tion in which stock was acquired; decline in the number 
of its competitors; or diffusion of ownership of the 
remainder of the stock.} 


9. Total insulation of a market not necessary to a finding 
of violation. The Court found that it was not necessary 
for General Motors to purchase all of its requirements 
for automotive finishes or fabrics from du Pont in order 
for Clayton 7 to come into play; nor was it necessary 
that du Pont’s competitors be completely shut out from 
sales to General Motors. 


10. Lack of intent to lessen competition not relevant. 
The Court pointed out that an intent to lessen competi- 
tion or attain a monopoly is not necessary to a finding 
of violation of section 7. This is of particular significance 
because intent is a necessary ingredient in monopoliza- 
tion cases under section 2 of the Sherman Act: 


“Similarly, the fact that all concerned in high executive 
posts in both companies acted honorably and fairly, each in 
the honest conviction that his actions were in the best inter- 
ests of his own company and without any design to over- 
reach anyone, including du Pont’s competitors, does not de- 
feat the Government’s right to relief. It is not requisite to a 
proof of a violation of section 7 to show that restraint or 
monopoly was intended.”? 


In an opinion nearly twice as long as that of the 
majority, a minority of the Court held that its col- 
leagues had erred in holding that the original version of 
Clayton 7 applied to vertical acquisitions and in holding 
that the time chosen by the Government in bringing suit 
is controlling rather than the time of the stock acquisi- 
tion. The minority further held that the Trial Court’s 
findings on the competitive effect of du Pont’s stock- 
holding had been disregarded; ¢.e., du Pont’s competi- 
tors had not been foreclosed from the General Motors’ 
market; General Motors had bought finishes and fabrics 
from du Pont solely because of the excellence of its 
products, its fair prices, and continuing service; each 
division of General Motors made its own purchasing 
decisions and could not be dominated by du Pont; and 
the fabrics and finishes used in the manufacture of auto- 
mobiles do not have clear characteristics differentiating 


1 [bid., dissent, p. 38 
2 Ibid., majority opinion, p. 20 
3 [bid., dissent, p. 35 
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them from the finishes and fabrics used in other 
industries.! 


Effects on Other Acquisitions 


Although the du Pont (G.M.) decision covers only one 
set of facts, it sets landmarks for enforcement of section 
7 of the Clayton Act that will affect the investigation 
and trial of all acquisition cases. Despite the fact that 
the decision leaves open many issues of deep conse- 
quence for the business community, it appears to mean 
at a minimum that: 


1. The probability of a substantial lessening of 
competition or a tendency to monopoly in violation of 
Clayton 7 is to be tested at the time when a suit is 
brought. An acquisition can, therefore, be challenged 
many years after it has occurred, provided there is 
reasonable probability that the stockholding may sub- 
stantially endanger the competitive opportunity of 
other companies. 


2. The relevant market for Clayton 7 purposes can- 
not be defined in the abstract, but must be defined in 
terms of the actual product area, or areas, within which 
competitive opportunity may be lessened. Indeed, the 
definition of the market for Clayton 7 purposes may be 
narrower than the definition of the market for Sherman 
2 purposes. 

The possible interchangeability of substitute products 
is not relevant to a determination of whether competi- 
tion may be injured under Clayton 7, though it is 
relevant under Sherman 2. This does not, however, 
necessarily mean that the acquisition of a company 
specializing in one product by a company specializing in 
a substitute is immune from Clayton 7, since the 
present decision does not preclude a judgment that the 
market might be more broadly defined in other cases. 


3- Acquisitions of stock that have taken place since 
1914 are not immune from action even if no horizontal 
relations between the two companies exist. An absence 
of competitive relations between two companies will not 
immunize intercorporate stockholding, provided poten- 
tial danger to other companies is probable. 


4- Clayton 7 applies to vertical acquisitions even 
though there are other suppliers or customers for the 
relevant products. The decision does not require that a 
market be sealed off from other suppliers before the law 
takes effect. (It was not, for example, necessary that 
General Motors be the only outlet for automotive 
finishes and fabrics or that General Motors make all its 
purchases of these products from du Pont.) Nor is it 
necessary that there be a shortage of demand before an 
acquisition of stock in a customer may injure other 
suppliers. 

5: Partial acquisitions are as vulnerable as total 
acquisitions; and acquisitions for investment are vulner- 
able where the investment is used to enhance the acquir- 

1 Ibid., p. 48 
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ing company’s position in dealing with the corporation 
in which it holds stock. 


OPEN QUESTIONS 


Though the new du Pont decision charts a territory 
within which the majority of the Court believes that 
the acquisition, or holding, of stock violates the law, it 
does not answer many of the most perplexing questions 
surrounding acquisitions. Indeed, its conclusions, rely- 
ing as they do on highly specific facts concerning 
General Motors’ position in the economy and in the 
automobile industry and on its rate of purchases of 
automotive finishes and fabrics from du Pont, leave a 
trail of questions as to whether the same conclusions 
would have followed from different facts. While such 
questions cannot be raised in any detail within the scope 
of the present article, a few of the central problems can 
be outlined: 


1. What percentage of stock ownership by one corporation 
in another corporation is vulnerable? 


Du Pont had acquired, and, at the time of the suit 
held, 23% of General Motors stock. There is, however, 
no assurance that this is a magical figure or that a higher 
percentage of stock ownership might not be less vulner- 
able if (a) there is no evidence that the stock is used to 
obtain competitive preference for the stockholder; or 
(b) the corporation whose stock has been acquired is 
less outstanding in its industry and the industry itself 
contains more companies; or (c) the acquiring corpora- 
tion is of less stature in its industry. 


2. What significance should be attached fo the absolute 
size of the acquiring corporation or the corporation in which 
stock is purchased? 


Each of the companies figuring in this case is among 
the major units in American industry and each is out- 
standing in its field. It is an open question whether, if 
the facts had been different, the Court’s opinion would 
have been different. 


3. How significant is market structure in determining whether 
competition may be substantially lessened through intercor- 
porate stockholding? 


How much weight did the Court give to the share of 
the automobile market accounted for by General Motors 
in comparison with other automobile companies? If 
General Motors had been American Motors would the 
decision have been the same? If du Pont had been the 
tenth largest chemical company, would the decision 
have been different? 


4. What degree of influence by the acquiring corporation 
on the affairs of the corporation in which stock is acquired will 
permit an inference of violation of lawe 


The Court majority placed strong emphasis on evi- 
dence that in its view showed that du Pont officers who 
had recommended the stock purchases were aware of 


the desirability of General Motors as a customer and 
that a former officer of du Pont who held a high position 
in General Motors during the years in which the stock 
was acquired had undertaken to keep du Pont informed 
of its share of General Motors’ purchases and to try to 
raise the quota. 

The question therefore remains open as to whether 
the decision might have been otherwise if du Pont had 
not had close directorate and officer ties with General 
Motors. 


5. How will the formation of subsidiaries be affected? 


Clayton 7 does not apply to purchases of stock solely 
for investment, unless the stock is used to bring about, 
or attempt to bring about, a substantial lessening of 
competition. This the majority of the Court found to be 
the case. 

Equally, the Act does not apply to the formation of a 
subsidiary to carry out the immediate lawful business of 
a corporation and its natural and legitimate branches 
and extensions if the effect is not to substantially lessen 
competition. 

The present case deals with an investment, not a sub- 
sidiary problem. Remaining open, therefore, are wide 
ranges of questions concerning the conditions under 
which formation of a subsidiary may be found likely to 
“substantially lessen competition.” 


6. To what extent are joint stockholdings by two or more 
corporations in a third corporation affected? 


Related both to the investment and to the subsidiary 
problem is the question of joint ownerships in third 
companies. Only future court tests of specific facts can 
show how far the du Pont ruling wil! be confined to the 
du Pont-General Motors types of facts or how far it may 
be generalized to cover problems affecting ownership 
and control of interrelated corporate enterprises. 


7. To what extent are acquisitions of assets of entire com- 
panies affected? 


In the present case, du Pont had acquired only a 
minority stock interest in General Motors. Since the 
end of 1950, however, the law has applied to acquisitions 
of assets as well as stock. The question arises, therefore, 
as to whether a corporation is more or less vulnerable if 
it acquires, or has acquired, a customer or a supplier 
outright? 


8. What remedies will be invoked and to what extent will 
the remedies ordered by the District Court in this case influence 
the pattern of remedies in other Clayton 7 cases? 


The Court appears to have a choice of remedies in 
Clayton 7 cases. It may, for example, require sale of all, 
or part of the acquired stock on the open market, or it 
may require distribution of the stock among the stock- 
holders of the acquiring corporation. (Such orders may, 
or may not, be accompanied by instructions as to how 
the stock is to be sold—or who may be prohibited from 
buying.) 
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Finally, the Court may not require divestiture, but 
may order neutralization of the stock under some ar- 
rangement by which the stockholding corporation is 
prohibited from using its stock to influence the man- 
agerial decisions of the other company. 


v 


There will be argument for many years as to whether 
this decision constitutes a swing to a doctrinnaire per se 
rule of law for acquisitions (7.e., a rule that relies heavily 
on relatively simple evidence with respect to size of 
company and percentage share of a narrowly defined 
market) or whether the decision relies on more extensive 
information concerning not only du Pont’s share of the 
market but also the ways in which it sought to increase 
its sales to General Motors and the corresponding de- 
cline in opportunity for its competitors to build up com- 
parable businesses in the automotive finishes and fabrics 
field. 

It would, however, appear likely that in time it will 
be found that the Court has adhered to neither ex- 
treme; that it may have chosen a narrow definition of 
the market and permitted suit to be brought at any 
time that injury to competition is likely, but that it has 
not opened the door to wholesale prohibition of invest- 
ment by corporations in the stock of other corporations. 


Betty Bock 
Division of Economic Studies 
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The Punched Card Annual of Machine Accounting and Data 
Processing —This publication consists of a series of articles 
written by users, manufacturers and suppliers of punched- 
card equipment. Section one deals with current thinking 
regarding the influence of punched-card accounting from the 
management standpoint. Section two describes various 
applications to different types of businesses. A third section, 
entitled ““Tips on Tabulating,” describes various techniques 
to be used by those actually engaged in the management or 
operation of a tabulating department. Published by The 
Punched Card Publishing Company, 836 Maccabees Building, 
Detroit 2, Michigan, 205 pages. $8.50. 


How To Make Money with Your Direct Mail—Third Edition— 
Describes the methods and ramifications of direct-mail 
advertising. Included are two sections on how to get better 
results and effect savings by direct-mail advertising. By 
Edward N. Mayer, Jr. Printers’ Ink Books, 1957, Pleasant- 
ville, New York, 363 pages. $6. 


Advertising Media—The book deals essentially with the 
process of making effective media decisions. Among the 
topics discussed by the authors are media strategy, media 
trends in the postwar decade, media audiences, qualitative 
differences among media, the advertising budget, and 
factors in media selection. By Lyndon O. Brown, Richard S. 
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Lessler and William M. Weilbacher. The Ronald Press Com- 
pany, New York, 1957, 895 pages. $7.50. 


The Agricultural Commodity Programs: Two Decades of 
Experience—This is the third of a three-volume series 
dealing with the farm problem. The other two, published in 
1958 and 1955, are “Farm Policies of the United States: 
1790-1950” and “Can We Solve the Farm Problem?” This 
third volume presents detailed histories of various com- 
modity programs, covering such items as cotton, wheat, 
tobacco, rice, rye, fruits and vegetables, coarse grains, live- 
stock, dairy products, wool, oilseed crops, poultry and eggs, 
and sugar. By Murray R. Benedict and Oscar C. Stine. 
Twentieth Century Fund, New York, 1956, 510 pages. $5. 


Digital Computer Programming—A basic explanation of how 
problems are solved on a stored program computer. This 
book discusses the various elements of a computer and their 
relationships. Development of the binary numbering system 
and its important role in computer operation are described 
in considerable detail. The steps in coding and programming 
are described in as nontechnical language as the subject will 
allow in an effort to present a sound understanding of 
programming for the beginner. By D. D. McCracken. John 
Wiley & Sons, Inc., New York City, 1957, 253 pages. $7.75. 


Concentration in Canadian Manufacturing Industries—A de- 
scriptive study of available data on concentration in Cana- 
dian manufacturing industries in 1948 and a comparison of 
concentration in Canada and the United States for selected 
years. Also contains information on the relations between 
changes in concentration and other variables. Gideon 
Rosenbluth. A Study by the National Bureau of Economic 
Research, New York, Princeton University Press, 1957. $3.50. 


Economic Concentration and the Monopoly Problem—A se- 
ries of papers concerning problems of monopoly and the 
large firm. Essays range from consideration of the technical 
problems in measuring concentration and monopoly through 
problems of analysis of workable competition versus work- 
able monopoly and comments on the report of the Attorney 
General’s Committee on Antitrust Policy. Edward S. 
Mason. Harvard University Press, Cambridge, Massachu- 
setts, 1957. $6. 


Investing for Retirement—A guide for those who must ar- 
range for their own retirement income as well as for those 
who want to supplement the income assured by Federal 
Social Security and provided by company pension plans. 
By the J. K. Lasser Institute and Sam Shulsky. Business 
Reports, Inc., Larchmont, New York, 120 pages. $3. 


The Farmer and His Customers—The author feels that a 
profusion of misinformation and misunderstanding exists 
about the farming industry and farm legislation, and at- 
tempts to bring about greater “urban-rural understanding.” 
By Ladd Haystead. University of Oklahoma Press, Norman, 
Oklahoma, 1957, 99 pages. $2.75. 


Readings in Market Research—A selection of papers by 
British authors on various aspects of the postwar develop- 
ment of market research in Great Britain. There are sections 
dealing with sampling methods, selection and training of 
interviewers, and coding, as well as the applications of 
market research. The British Market Research Bureau 
Limited, London, 1956, 235 pages. 35/-. 
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postwar period has increased at a faster rate than 

any other form of debt, public or private. The 
net debt outstanding of the forty-eight states rose from 
$1.7 billion in 1946 to $11.4 billion in 1956, a percentage 
increase of well over 550%. As a proportion of net public 
debt it meant a rise from 0.7% in 1946 to 4.3% in 1956. 
While this percentage is still small, the amount of state 
debt outstanding increased in the eleven-year period at 
more than double the rate of revenues. Debt service and 
retirement will thus become an increasingly important 
factor in state finance. 

The average annual rate of increase in total outstand- 
ing state debt since 1946 was 18.9%. The highest in- 
crease was 28.8% in 1950 and the lowest 10.5% in 1952. 
While the rate of increase shows wide fluctuations, the 
peak period of growth came in the 1946-1950 period, 
with the annual average rate at 22.2% against one of 
16.8% in 1951-1956. However, in absolute amounts the 
1946-1950 increase was only $2,897 million while the 
debt rose $7,622 million during 1951-1956. 

This growth has been accompanied by a change in the 
composition of the debt. In 1946, “‘full faith and credit” 
obligations accounted for better than 85% of the $2,345 
million of the total outstanding debt.! Full faith-and- 
credit obligations are those issues for which payment is 
guaranteed by the state. They may be initially payable 
from a specific source, such as toll highway revenues; 


N | ET BORROWING by state governments in the 


1 This figure of total debt differs from net debt outstanding by 
making no allowance for offsets to these debts, such as sinking funds. 
Only aggregate data are available on a net basis 
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but if the specific source proves inadequate, payments 
will be met out of general revenues. By 1948, full faith- 
and-credit obligations accounted for almost 90% of 
outstanding debt. They have declined steadily since 
that year, until in 1956 they constituted only about one 
half the $12,643 million outstanding. 

Offsetting this relative decline in full faith-and-credit 
obligations has been the rapid growth in the nonguaran- 
teed portion of the debt. This form of state debt is 
payable solely from a specified revenue source and holds 
no legal claim on general revenues. The nonguaranteed 
debt amounted to $316 million in 1946, or 13.5% of the 
total, but by 1956 had risen to $6,430 million, or 50.9% 
of total debt. 

A small part of outstanding debt is made up of short- 
term obligations. Varying little from year to year, they 
have amounted on the average to between 2% and 3% 
of the total. These temporary borrowings are usually 
made to meet current expenses accruing before tax rev- 
enues are available. They have kept pace with the 
growth in total debi but are of small aggregate impor- 
tance; in 1956, for instance, short-term debt accounted 
for only $247 million out of a total debt of $12,643 
million. 


PURPOSES FOR WHICH CONTRACTED 


This changing composition of the debt can be partly 
explained by examining the purposes for which it was 
contracted by the states. The original (excluding refund- 
ing) long-term debt that was issued in 1947, the earliest 
year for which complete data are available, amounted to 
$688 million. Of this amount three fourths was issued to 
pay veterans’ bonuses, 9% for highways and 9% for 
education (the remainder was for miscellaneous func- 
tions). Veterans’ bonuses continued to account for be- 
tween three fourths and one half of new issues until 
1950. 

In that year, borrowing for veterans’ bonuses amounted 
to 49% of the total; the following year it declined to 
only 6.5%, and by 1956 only 3.6% of new issues were 
made for this purpose. While this debt was declining, 
borrowing for both education and highways was increas- 
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ing. In 1947, $35 million of new debt (5.2% of that 
year’s total) was issued for educational purposes, new 
issues for this category rising to a peak of 21.1% in 1951 
and declining gradually to account for 9.6% of the 
$2,115 million issued in 1956. While education debt off- 
set part of the decline in bonus borrowing, the major 
offset came from highway borrowing. To meet highway 
needs, $61 million was floated in 1947, or 8.9% of that 
year’s issues. Rising steadily to a peak of $1,541 million 
in 1955, highway borrowing declined moderately to 
$1,232 million in 1956, when it still accounted for 68.2% 
of the new issues. 

Highways, unlike veterans’ bonuses and education 
expenditures, can be self-liquidating. In 1951, the first 
year for which the breakdown is available, toll highways 
accounted for $115 million of new debt and tax- 
financed highways, $290 million, 10.1% and 25.5% of 
total new issues, respectively. Toll-financed highways 
continued to take an increasing share of new debt, rising 
year by year until 62.0% of 1955’s new issues were for 
this purpose. It is this component which accounts for the 
growth in nonguaranteed debt of the states. 

Debt contracted for a toll-financed facility is generally 
retired with revenues collected from users of the facility 
and often does not involve the full faith and credit of 
the state. Such debt is usually issued by a political unit, 
more or less independent of the state. Being independ- 
ent, the authority assumes full responsibility for the 
service and retirement of the debt out of its toll revenues. 

What is likely to happen to the composition and 


general trend of state debt in coming years? In the early 
postwar years veterans’ bonuses provided the major 
impetus for state debt increases, and since the halfway 
point it has been toll-financed highways, with some sup- 
port from educational expenditures. 

In 1956, however, borrowing for such highways 
dropped from $1,312 million to $895 million, and from 
62.0% to 42.3% of the total of new issues. Owing to the 
Federal Aid Highway Act of 1956, this decline may be 
a continuing one. 

The interstate system provided by the Act will fulfil 
much of the future need for superhighways, and there is 
also some possibility that the states will be reimbursed 
for the cost of existing toll roads which become a part of 
the interstate system. If there is a decline in new debt 
contracted for toll highways, the states will have a 
choice of reducing debt or expanding some other func- 
tion; for instance, education, which has accounted for a 
decreasing share of new debt since 1951. 


REVENUES RISING BUT NOT SO FAST 


While the total state net debt has been increasing 
since the war, the revenues of the states have also been 
rising but not at so fast a rate. Net debt, which 
amounted to $1,762 million in 1946, increased to 
$11,421 million, a better than sixfold increase, by 1956. 
During the same period, general revenues increased 
only threefold—from $6,213 million to $18,389 million. 
If this relative lag in general revenues continues, the 
eventual effect will be that annual debt costs, including 
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interest and debt redemption, will take a higher and 
higher share of general revenues. 

This increase in debt cost has not yet taken place; in 
1946, interest and debt retirement was equivalent to 
5.1% of general revenues, but by 1956 the comparable 
figure was only 4.6%. This seeming paradox stems from 
two causes. 

First, the effective interest rate on state debt in 1946 
was 4.8%; by 1956, the effective rate was down to 2.7%, 
Most of the debt outstanding in 1946 had been con- 
tracted during the 1930’s when the rate on high-grade 
state and local bonds was running between 3% and 4%. 
The debt outstanding last year had been contracted in 
the 1940’s and early 1950’s, when the rate varied be- 
tween 1.5% and 3%. Since 1950, however, the rate has 
been rising, reaching a peak of about 3.5% on general 
obligations and about 4% on revenue bonds, in late 
1956. Future interest payments will reflect this increase 
in rates. 

The second factor causing the decline in the ratio of 
debt costs to general revenues is the rate at which debt 
has been redeemed. Debt redemption in 1946 was equal 
to better than 10% of debt outstanding. This rapid rate 
was a carry-over from the war period when the net debt 
of states was decreasing owing to a combination of 
increasing revenues and scarce resources. By 1956, 
revenues were still increasing but not so rapidly as the 
demand for capital expenditures. This demand, which 
was partly a reflection of depression and wartime cur- 


-, 


ee 


Or 


© 


3S 
s 
oO 


OS 
ee Bees : S Soe KIO 
eats ieee SE etete S35 % Sees 


°, 


,0, 0.0.0.6, 
52 
otetetet 


se% 
°, 595% 
Mes 1% © 


Y 


xX 
SOOOOY” <x x 
eteetere ana. 


1952 1953 1954 1955 1956 


tailment of projects, brought about a rapidly increasing 
debt and lowered the redemption ratio to less than 5%. 

As the decade’s new borrowings come due, this ratio 
can be expected to rise. Increases in the effective rate of 
interest that seem likely to occur will also add to the 
cost of servicing the state debt. 


EFFECTIVENESS OF STATE LIMITATIONS 


Borrowing by the states has increased despite limita- 
tions which the states themselves have placed on their 
borrowing powers. Borrowing in excess of these limits 
generally requires more than a legislative act. Most of 
the states limit borrowing by an absolute amount or to 
some specified percentage of assessed valuation, and the 
legislature is usually empowered to incur debt within 
these limits. 

Two general types of limitations are employed by the 
states to deter borrowing beyond the constitutional 
limits. Twenty states require a constitutional amend- 
ment to exceed the debt limit; twenty require a popular 
referendum and eight have few or no limitations other 
than a legislative act.1 In most states requiring a popular 
referendum, decisions to exceed the limit are made by a 
simple majority. States requiring a constitutional amend- 
ment generally have more stringent requirements; the 
amendment may require two thirds, or more, of the vote 
for approval; the amendment may require the approval 


1 Tax Foundation, “Constitutional Debt Control in the States,” 
Project Note No. 85, p. 13 
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of two successive legislatures, etc. These varying degrees 
of restriction are reflected in the amount of debt the in- 
dividual states have incurred per capita. The average 
per capita debt of the twenty states requiring a consti- 
tutional amendment to exceed the debt limit was $42.59 
in 1956; for those states requiring only a popular refer- 
endum, it was $67.12; and for the remaining eight states 
with little or no restriction it was $127.75.1 Although a 
particular state requiring a constitutional amendment 
may for various reasons find it easier to exceed the debt 
limit than another state requiring a popular referendum, 


Table 1: Per Capita Debt by States 
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1 Ranked by percentage increase in per capita debt from 1946 through 1956 
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it appears true that, on the average, states with the 
most restrictive requirements contract less debt. 

Restrictions on borrowing have been circumvented by 
many states through the use of revenue bonds, which 
have generally been regarded as outside any constitu- 
tional limitations on borrowing. The bonds are issued to 
cover the cost of a revenue-producing project. Both 
interest and principal must be met from these revenues 
and if proceeds are insufficient the full faith and credit 
of the state is not legally involved. States with the more 
stringent requirements make more use of this type of 
bond than do the other states. Nonguaranteed bonds 
accounted on an average for 69% of the net long-term 
per capita debt in those states requiring a constitutional 
amendment to exceed the debt limit; for 59% in the 
states requiring only a popular referendum; and for 38% 
in the states with minimum or no restrictions on 
borrowing.” 

There appears to be an inverse relationship between 
borrowing and general revenue. In 1956, the per capita 
debt of “amendment” states amounted to $42.59 and 
the general revenue to $126.16. The “referendum” 
states represent the middle ground in both cases, with 
per capita debt and general revenue of $61.72 and 
$123.07. Comparable figures for “legislative act” states 
are $127.75 and $116.87. The three components of 
general revenue reflect this relationship between debt 
and revenues in varying degrees. Listed in the above 
order on a per capita basis, tax yields in 1956 were 
$84.38, $82.25, and $84.61; intergovernmental revenues 
$26.09, $26.82, and $19.92; charges and miscellaneous 
revenues $15.69, $14.00, and $12.34. Per capita taxes are 
about the same for all three groups, but amendment and 
referendum states receive about one third more inter- 
governmental revenue than do legislative-act states. 
The relationship between debt and charges and miscel- 
laneous revenues is inverse for all three groups. 


NO COMMON DETERMINANT 


Attempts to relate postwar borrowing by the indi- 
vidual states to such factors as changes in population, 
income, taxes, etc., do not disclose any clear relationship 


1 The averages are unweighted since the restrictions on exceeding 
the debt limit apply to each state independently; therefore each state 
should be given equal weight. The eight states with minimum re- 
strictions in 1954 were Connecticut, Delaware, Maryland, Massa- 
chusetts, Mississippi, New Hampshire, Tennessee, and Vermont 

2 This distinction may not be true for a particular state in either 


group 
Table 1-A: State Averages Per Capita, by Quartile 


Per Cent Change 


Average Per Capita Debt 


States by Quartiles es 
1940 1946 1956 1940-46 1946-56 
Woirst: Bee down sai $ 7.8 $ 4.5 $93.7 —42 1982 
Seconds. ace: 21.7 11.8 95.5 —46 709 
deine stan ste 40.2 29.2 718.3 —27 168 
Fourth. vs een 30.1 93.7 21.6 —21 -9 
Source: Table 1 
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to the course of per capita debt. This may be accounted 
for by thevery great diversity among the states, in what 
influences their borrowing. The processes by which the 
debt limit may be exceeded, for instance, influences the 
level of debt without regard to other factors. Also 
the division of responsibilities between a state and its 
local governments varies greatly among the states. One 
state may provide complete educational services while 
another provides only higher education. The debt posi- 
tion of two such states could differ substantially even 
if they were identical in other respects. Another cause 
of the diversity is found in debt-financed veterans’ bo- 
nuses, which have been approved in states with low and 
high per capita incomes, in agricultural as well as in- 
dustrial states, ete. 


RELATION OF REDEMPTIONS TO INCREASES 


While the level of per capita debt is not influenced by 
a common determinant, there does appear to be a rela- 
tionship between the rate at which the states increased 
outstanding debt in the postwar period and the rate at 
which debt was redeemed during World War II. This 
relationship is brought out by ranking the states from 
greatest to least in percentage of debt increase and then 
dividing them into four equal groups (quartiles) of 
twelve each (see tables 1 and 1-A). 

The first quartile shows a 1,982% increase in average 
per capita debt outstanding between 1946 and 1956. 
This rate of increase falls for each group until the fourth 
quartile shows a decrease of 9% for the postwar period. 
It is also generally true that the per capita debt out- 
standing in 1946 rises by quartiles as the rate of increase 
declines. 

During the war many states used their surplus reve- 
nues to retire outstanding debt; as the data indicate, 
those states with the greatest wartime decrease had the 
greatest postwar increase. With the exception of the 
first quartile, the redemption rate falls for each group 
including the fourth quartile, which redeemed only 21% 
of debt outstanding during the war but decreased its 
postwar per capita debt. When the array of states in 
table 1 is divided into two groups, the comparison be- 
comes more pronounced: the upper half of the array de- 
creased debt by 45% from 1940-1946 and increased debt 
by 1,054% from 1946-1956; the comparable figures for 
the lower half are 25% and 89%. 


GERALD J. BoyLp 
Dwision of Economic Studies 


Consumer Durables 


(Continued from page 324) 


household furnishings prices show a gain of 4% at whole- 
sale from a year ago, appliances are up only 1% and are 
a bit below the level of two years ago. At retail, because 
of the spread of discount operations as well as the 


present inventory overhang, the prices of appliances 
appearing in the consumer price index have been going 
down. 

For the short term, the outlook for most household 
durables lines in general is closely tied to the level of 
inventories, and a turn-around in production is likely to 
occur once wholesale and manufacturing inventories are 
brought into line. Production at present levels does not 
appear to be sufficient to cover final demand at current 
income levels. That inventories are already becoming 
less of a problem is suggested by announcements from 
several manufacturers that their fall lines in washers, 
driers and TV will bear higher price tags; these are 
precisely the lines where recent production cuts have 
been most pronounced. 

WiiuraM B. FRANKLIN 
Division of Business Analysis 


The Soil Bank 


(Continued from page 32i} 


for the acreage reserve. Of this total, 12.8 million acres, 
or three fifths, were signed up by wheat producers. 
Three million acres have been placed in the 1957 acreage 
reserve program from cotton allotments, 5.2 million 
acres of the corn base acreage, 211,000 acres from rice, 
and 80,000 acres from tobacco. Peanuts have been ex- 
cluded from the 1957 program, since this crop is not 
regarded as in heavy surplus. (Payments to farmers for 
the 21 million acres retired would amount to $607 
million.) 


RESULTS OF ACREAGE CUTBACKS 


The Soil Bank’s conservation reserve for this year is 
estimated at about 7 million acres, for which annual 
payments would total $112 million. 

At this writing, wheat is the only basic commodity for 
which preliminary indications for 1957 output are avail- 
able. Even though 12.8 million acres of the 55-million 
acre allotment for wheat have been signed up under the 
Soil Bank’s acreage reserve, the Department of Agricul- 
ture forecasts production in 1957 at 971 million bushels, 
only 3% below 1956. The projected decline in wheat out- 
put is thus scarcely commensurate with the substantial 
cutback in acreage. And herein lies the problem that has 
dogged agriculture over the years. Reduction in output 
has traditionally lagged materially behind the magnitude 
of the acreage reduction. When a farmer takes acres out 
of production, they are generally his least productive 
acres. ‘Then he generally works the remaining acres more 
intensively. The effect of these two practices is often a 
substantial rise in yield per acre. 


SHIRLEY S. Horrman 
Division of Business Analysis 
1 Forecasts for the other basics will be released in the second week 
of July, except for cotton which will not be released until August 
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Business in the Second Half: 


For survey of business opinion summary see page 317 


Prospects by Industry and Company 


METAL INDUSTRIES 
Blast Furnaces and Steel Mills 


Four out of eight cooperating iron and steel producers 
expect new orders in the second half of 1957 to be higher 
than those in the corresponding period of 1956. How- 
ever, three of these firms point out that the steel strike 
in the second half of 1956 adversely affected last year’s 
business. The four remaining firms anticipate that new 
orders during the remainder of 1957 will be below those 
in the latter half of 1956. One producer sees new orders 
in the coming six months as being higher than in the 
first half of 1957, but the other seven firms expect de- 
clines, in two cases reaching “10%.” 

Five firms expect dollar billings in the second half of 
1957 to be higher than in the corresponding months of 
1956; by “20%” in one instance because of “the steel 
strike in 1956 and increased plant capacity.” One pro- 
ducer predicts a comparable rate of billings in both 
periods while two firms expect theirs to dip slightly. On 
the other hand, in only one company are dollar billings 
during the second half expected to be “slightly in ex- 
cess’’ of those in the first half of 1957; three firms predict 
the same level will be maintained; and four expect to 
bill a lesser amount. 

Cooperating companies expect the rates of production 
between the latter halves of 1957 and 1956 to follow 
a pattern similar to those recorded for dollar billings: 
five companies predict an increase in their rates, one 
expects to continue at the same pace, two companies 
foresee a cutback. When comparing second-half-1957 
production rates with those in the first half of 1957, one 
firm predicts a slight step-up in output, three foresee a 
decrease, and four anticipate no change. 

Current dollar inventories have risen “25%” above 
the half-year-ago level in one company, while four sur- 
vey cooperators report having cut their inventories. Two 
of these firms indicate dips of “3%” and “20%” have 
occurred. In the three remaining firms the current in- 
ventory level is the same as six months ago. Three out of 
seven firms report that inventories as a per cent of sales 
are higher than those at the beginning of 1957, while 

‘three others say their inventory-sales ratios are cur- 
rently lower. The seventh firm finds the relationship 
between current inventories and sales volumes to be 
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“about the same” as six months ago. Inventories will 
trend upward in the next six months at three reporting 
companies, will decline in three additional companies, 
and will be maintained at current levels in the seventh 
and eighth firms. 

Four firms expect to spend more on capital expansion 
in the next six months than was spent in the first half 
of 1957, while four other participating companies con- 
template smaller capital expenditures. Two of the com- 
panies in this latter group will be spending fewer dollars 
in the second half of 1957 because they are “‘approaching 
the conclusion of major capital expenditure programs.” 

Profits before taxes in the second half of 1957 are 
expected to run higher than in the first half in two out 
of six companies, one of them forecasting an increase of 
“10%.” But pretax profits will be down from first-half 
levels according to two other concerns and will be “ap- 
proximately the same”’ in the fifth and sixth concerns. 
In relation to 1956 earnings the outlook for profits for 
1957 is somewhat bearish. Only one out of six firms 
reporting on this point estimates 1957 pretax profits as 
equaling those in 1956. The remaining five producers 
predict lower earnings. In one of these firms the presi- 
dent reports that “although income is expected to be 
20% higher due to increased efficiency of new facilities, 
break-in expenses of such facilities will cause 1957 
profits to be lower by 15% or 20%.” 


Communication Equipment 


Two out of three cooperating manufacturers of com- 
munications equipment expect to book more new orders 
in the second half of 1957 than a year ago, the increase 
estimated at “10%” in both cases. The third producer 
did not respond on this point. Two companies predict 
gains in new orders in the next six months when com- 
pared with the first half of 1957, and one company fore- 
sees a decline. 

All three firms anticipate that dollar billings in the 
next six months will be in excess of those in the corre- 
sponding period of 1956. Two companies predict in- 
creases in the level of billings from the first half of 1956 
to the second half of 1957. One of this group specifies an 
increase of “20%.’’ The third firm expects billings in the 
next six months will be “less” than in the first half of 
1957. 
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Three firms expect their second-half-1957 production 
to be higher than that of last year’s second half, rises of 
“10%”? (two companies) and “60%” being cited. Two 
out of three companies predict that the dollar value of 
production in the second six months of 1957 will surpass 
that of the first half, while one company expects a 
decrease. 

In comparison with levels at the beginning of the 
year, current dollar inventories are “up” and “18% 
higher” in two companies and “9% lower” in a third 
firm. As a per cent of sales, current dollar inventories are 
lower than a half year ago in two instances. The third 
company indicates these ratios are “comparable.”’ Two 
companies plan to add “slightly,” “3% to 5%” to 
their current inventories during the next half year, and 
one company expects to “reduce substantially” the size 
of its stocks. 

For two companies, capital expenditures will “‘in- 
crease” and “increase sharply”’ during the second half of 
1957 as compared with the first half of 1957. A third 
firm anticipates “‘little change” in their rate of capital 
spending. 

Of the two companies reporting pretax profit expecta- 
tions for the second half of 1957, one predicts an increase 
of “100%” over the first half of 1957 while the second 
producer anticipates a “slight’’ dip. 

All three firms feel that 1957 earnings before taxes 
will surpass the levels of the preceding year. In fact, 
the treasurer of one of these firms reports that “‘it ap- 
pears earnings for the first half of 1957 will amount to 
nearly as much as for the entire year of 1956.” The 
second firm is predicting an increase of “40% to 45%” 
in earnings. In the third firm “profits are increasing, but 
as a per cent of expanding sales volume they will be 
down.” 


Electrical Industrial Equipment 


Business is expected to improve during the coming 
half year for a majority of the nine manufacturers of 
electrical industrial equipment cooperating in this sur- 
vey. Six out of eight companies say prospective new 
orders in the second half of 1957 will surpass the levels 
of the latter half of 1956, with specific increases of 
“about 10%” and “approximately 40%” reported. One 
firm believes that second-half-1957 orders will be lower 
in dollar value than those of the corresponding months 
of 1956. No change is expected in the eighth firm. When 
a comparison is made with the rate of incoming orders in 
the first half of 1957, two companies expect new orders 
for the second half of 1957 to be greater, while three 
manufacturers foresee the levels “about the same.” Four 
firms do not comment on this point, one of them saying 
that “ours is a seasonal business and comparisons with 
the first half of 1957 are valueless.” 

The trend of dollar billings is expected to be similar 
to that for new orders. Seven out of eight companies 
expect to bill a greater amount of business in the second 
half of 1957 than in the same period last year. Antici- 


pated increases range from “slight” to “20%.” The 
eighth firm hopes to equal the rate prevailing in the 
second half of 1956. Dollar billings are expected to be 
higher than those in the first half of 1957 at four out of 
seven reporting companies, the same in two other firms, 
and down “approximately 25% owing to the seasonal 
nature of our business” in the seventh concern. 

Six firms are planning to step up production rates 
(dollar value) in the second half of 1957, in one case as 
high as “20%” above those in the same months of 1956. 
One firm writes that the rate should be “about equal” to 
that of the second half of 1956, while two manufacturers 
look for their doilar value of production to be “‘some- 
what less” and “‘down slightly.”’ Relative to the amounts 
produced in the first half of 1957, five producers expect 
to show an output increase during the next six months, 
three others foresee a decline, and the ninth firm sees no 
significant change taking place. 

Current dollar inventories are larger than at the be- 
ginning of the year at four producers, with percentage 
increases of “10%” and “25%” being mentioned. This 
latter rise results from “‘seasonal business in which fin- 
ished goods inventories are customarily heavy at this 
time of the year.” Two other companies report inven- 
tories at “seasonally 15% below” and “about 7% lower 
than” those at the beginning of 1957; the remaining 
three have maintained them unchanged. Expressed as a 
per cent of sales, inventories are currently higher than 
at the start of the year in five companies, lower in three 
firms and unchanged at the remaining manufacturer. 
Two companies expect that inventories during the next 
six months will trend higher, two others feel they will 
remain about the same, and five foresee a downward 
swing in stocks from current levels. 

Five of the nine cooperators expect their expenditures 
for capital expansion in the second half of 1957 to in- 
crease over the first half, in one instance by as much as 
“50%.” However, three firms anticipate decreases in 
their spending and another expects capital expenditures 
to run “about the same as the first half of 1957.” 

Four producers expect earnings before taxes in the 
next six months to exceed those of the past six months 
by “about 15%” in one case and to be “very much 
greater due to seasonal variations” in another. Two 
firms predict their pretax profits for both halves of the 
year will be “about the same,” while two others forecast 
declines. The ninth firm did not report on the profits 
outlook. 

Five out of nine concerns indicate pretax profits for 
the full year will be greater than in 1956. Profits in two 
of these five firms will be “slightly ahead of a rather 
poor showing in 1956” and will “substantially exceed 
1956, when profits were unfavorably affected by strikes.” 
On the other hand, three cooperating producers forecast 
lower earnings before taxes in 1957 than in 1956, in one 
case by “about 30%.” The president of one of these 
companies feels that his firm’s profits in 1957 will be 
“slightly lower than in 1956 due to increased costs and 


BUSINESS RECORD 


the difficulty of raising prices to compensate for such 
3 increases.” The ninth firm believes that its profits for 
the entire year should be “about the same” as they were 
in 1956. 


Hardware 


Five cooperating hardware companies are optimistic 
in appraising their business prospects for the second 
half of 1957. Four of them expect higher new orders in 
the coming half year than in the corresponding months 
of 1956, with specific increases of “1%,” “5%,”’ and 
“7% reported. The remaining firm foresees no change 
in the rate of incoming orders between the second halves 
of 1956 and 1957. Second-half-1957 new orders are ex- 
pected to run higher than first-half levels in four con- 
cerns, up “1% to 2%,” “2%,” and “4%” in three cases. 
New orders in the fifth firm are expected to be “down 
5% from those in the first half of 1957.” 

Dollar billings in the coming six months will increase 
over the corresponding period of 1956, according to four 
companies’ replies. Three of them give specific estimates 
of “5%” (two companies) and “9%.” The fifth company 
foresees little change in prospective dollar billings. Im- 
provement in the dollar value of billings during the next 
six months over levels of the first half of 1957 is pre- 
dicted by three companies, one other cooperator foresees 
a lower rate of dollar billing, and the fifth producer 
expects to equal the first-half-1957 level. 

The dollar value of production is generally expected 
to follow the trend of new orders and dollar billings. As 
the vice-president of one firm puts it: “our rate of pro- 
duction runs very closely to our rate of sales.’ Four 
firms are gearing production in the next six months to 
a higher rate than prevailed in the second half of 1956, 
while one firm expects the output rate to “decrease 
10%.” At only two firms is the rate of production in the 
immediate months ahead expected to show an increase 
over the first six months of this year. Two other con- 
cerns say the prospective level of production during the 
balance of the year will taper off from the rate in the 
first half of 1957, while the remaining firm reports a 
similar level of activity is anticipated for both periods. 

At three companies the dollar value of inventories is 
up “2%,” “3%,” and “6%” from the beginning of the 
year. On the other hand, two cooperators indicate cur- 
rent inventories are “slightly lower” and “9% under” 
the levels of January 1 of this year. When computed as 
a per cent of sales, three firms’ inventories are lower 
than at the beginning of the year, while in the other two 
companies the ratio has not changed. Three firms expect 
to maintain their inventories at current levels during the 
next half year, while two producers are planning reduc- 
tions in the size of their stocks. 

Capital expenditures for two firms will be higher in 
the second half of 1957 than they were in the first half of 
1957. Such expenditures at a third firm have been “‘de- 
clining steadily from the first of the year, and will prob- 
ably continue to decline through the second half of 
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1957.”” Similarly two other firms report declines in 
capital outlays resulting in one instance from “the com- 
pletion of a current phase of an expansion program,” 
and in the other because “our capital expenditures dur- 
ing the second half of a year are always lower than dur- 
ing the first half.” 

Profits before taxes in the second half of this year are 
expected to exceed those of the first half of 1957 at three 
companies, a gain of “4%” being estimated in one case. 
One producer believes profits will equal the first half of 
1957 and a fifth respondent expects them to trend lower. 

A comparison of profits for the year 1957 with those 
in 1956 presents a similar picture. Three firms predict 
1957 earnings will be “slightly higher,” “6% above,” 
and “‘two to three times more” than what they were in 
1956. In the latter case, the vice-president explains that 
“the introduction of new products in the fall of 1956 had 
a detrimental effect on our 1956 profits.’’ One firm fore- 
sees 1957 earnings as less than last year’s, and another 
reports that they will probably be “about the same”’ as 
they were last year. 


Industrial Machinery—General 


The trend of business is favorable, according to a 
majority of the twenty-two producers of general indus- 
trial machinery participating in this survey. However, 
reporting companies are about equally divided in their 
estimates of new orders during the next six months. 
Eight firms expect the rate of new orders to increase— 
specifically “3%,” “10%” (two companies), “13%,” and 
“14%,” higher than second-half-1956 bookings. In con- 
trast, seven other companies foresee orders coming in at 
lower rates in the second half of 1957 than in the same 
period last year, declining by as much as “20 to 25%” 
in one company. The chairman of the board in one of 
these firms, who is not too disturbed by a predicted new- 
orders decline, writes: 


“There is no question that incoming business is slowing 
down very fast but it is our feeling that this is a tempo- 
rary adjustment rather than a long-term down trend.” 


The seven remaining companies believe new orders in 
the latter half of 1957 will be the same as those in the 
corresponding period of 1956. Compared with the rates 
of new orders in the preceding six months, eight pro- 
ducers expect their second-half-1957 rates to be greater, 
nine forecast declines, and five expect no change. 

Dollar-billing prospects are more encouraging than 
those for new orders. Thirteen of twenty-one companies 
reporting on this point expect increases in second-half- 
1957 dollar billings over the levels for the same period in 
1956, ranging from “higher because of price increases” 
to “approximately 20% above.” On the other hand, five 
firms predict declines of “3%,” “4%,” “5%,” “20%,” 
and “25%,” and the three remaining firms foresee little 
change in either direction. 

Twelve firms estimate that their second-half-1957 
dollar billings will exceed those of the first six months, 
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by “17%” in two cases. Five other firms anticipate no 
change in the level of dollar billings in the coming six 
months, while an additional five expect to bill a lesser 
amount than in the first half of 1957, with declines of 
$61.67 ie 510%"? a 18%, awe to 15%,” and “30%” 
predicted. 

Twelve firms are planning their output for the re- 
mainder of 1957 at a higher rate than prevailed in the 
last half of 1956, with anticipated increases ranging 
from “slight” to “27%.” The dollar value of production 
in the second half of 1957 will be below that in the last 
six months of 1956 in seven additional firms, down by 
“30% in one case. The three remaining firms foresee 
production continuing at the same rate as in the latter 
half of 1956. Ten producers state that their dollar value 
of production in the second half will be greater than in 
the six months just ended, the highest increase men- 
tioned being one of “16%.” Five firms expect to main- 
tain production at first-half-1957 rates and seven at 
lower rates. Specific decreases reported are: “1%,” 
“30,” “5% to 10%,” “10% (two companies), and 
“9 5% »”? 

Current dollar inventories are higher than at the 
beginning of the year at twelve reporting companies, the 
same in seven others and lower in five companies, having 
been reduced in one instance because “‘they were exces- 
sively high at the end of 1956.” Inventories as a per cent 
of sales are higher than they were at the year’s outset in 
only four out of nineteen reporting companies. Seven 
companies report their current inventory sales-ratius are 
down as compared with the beginning of the year, and 
unchanged in eight companies. 

The expected trend of inventories during the re- 
mainder of 1957 is mixed, with eight firms anticipating 
increases, nine others decreases, and the remaining five 
intending to hold them at current levels. In one firm 
where dollar inventories are expected to move upward 
during the latter half of 1957 owing to new sales pro- 
grams, inventories are nevertheless “being watched very 
closely at this time in order to improve the turnover 
rate.” 

Ten firms report that the rate of capital spending in 
the second six months of 1957 will rise above the amount 
expended in the first half of 1957. In one of seven addi- 
tional firms where a decreasing rate of capital expendi- 
tures is being programmed, the main cause is stated to 
be “the exceptionally large volume that was spent dur- 
ing 1956 and early 1957.” And five firms plan to main- 
tain their capital expenditures in the six months ahead 
at the first-half-1957 rate. 

As to the outlook for profits before taxes in the last 
half of 1957, twelve firms expect them to exceed first- 
half-of-year earnings. Some of the estimated gains in 
profits are: “3% to 5%,” 19%,” “14%,”’ “20%,” and 
“60%.” An additional seven firms anticipate declines 
from first-half-1957 profits—‘“‘minus 25%,” “about 30%,” 
and “by 25%,” to cite three instances, Three companies 
forecast earnings in the second half of 1957 comparable 


to the level of the first half of the year. One of these 
firms expects to “offset an expected slight reduction in 
sales volume by a slightly more profitable product mix.” 

Profit prospects for the entire year are even more 
favorable when compared with the results of 1956. Six- 
teen companies anticipate increases in pretax profits 
ranging from “slight” and “2% to 3%” to “substantial” 
(two companies) and “46%.” Other percentage increases 
specifically reported are “6%,” “10%,” “15%,” and 
18%.” In the case of one company, the chairman of the 
board expects profits to be “roughly in line with the 
expected sales increase.” In contrast, earnings before 
taxes in 1957 will be smaller than they were in 1956 at 
three companies and the same in the remaining three 
companies. 


Industrial Machinery—Specialized 


No discernible trend regarding the business outlook 
in the coming six months is apparent from the replies of 
thirteen producers of specialized industrial machinery. 
Two out of twelve reporting companies expect new 
orders in the second half of 1957 to be “144%,” and 
“*7o”’ higher than in the same period of 1956, while four 
others anticipate declines, by “5%” in two companies 
and “10%” in one firm. The remaining six companies 
expect that the rate at which new orders are received in 
the coming six months will be little changed from a year 
ago. Prospective new orders in the second half of 1957 
will likewise be “slightly higher” than those experi- 
enced in two out of twelve reporting companies in the first 
half of 1957. Three firms expect second-half orders to 
equal those received in the first half of 1957, and the 
remaining seven firms anticipate a lesser volume of 
orders, in at least one case by “11% because bookings 
are normally lower in the second half of the year due to 
seasonal factors.” 

The president of the one firm that does not report 
new-order prospects writes: 


“Information with regard to incoming orders in the 
second half of 1957 compared with previous periods would 
not be significant, since in the previous periods orders were 
accepted for a good many of our products only to the extent 
of our capacity to produce. As a result, incoming orders did 
not represent a true measurement of demand.” 


Dollar billings in the second half of 1957 are expected 
to surpass the levels of the last six months in 1956 in 
eight firms. Increases of the following magnitude are 
estimated: “12%” (two companies), “15%,” and “50%.” 
On the other hand, three companies predict their vol- 
ume of dollar billings will be smaller than those in the 
latter half of 1956 and two other companies estimate 
they will be equal. 

Compared with first-half levels of 1957, six companies 
expect dollar billings in the next six months to rise. This 
is so in one company because “billings for the second 
half usually exceed the first half.” Two other companies 
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expect the levels of both periods to be “the same,” while 
the five remaining companies expect to show decreases 
ranging from “slightly lower” to “12% below.” 

Seven firms predict increases in the rates of produc- 
tion in the last six months of 1957, this being in four 
cases “3%,” “5%,” “15%” and “50%” above the output 
levels in the second half of 1956. The controller of one 
of these companies writes that “the rate of production 
parallels customer billings, as at least 99% of production 
is on order only.”’ A single firm anticipates that its dollar 
value of production in the coming half year will be the 
same as in the second half of 1956, and five companies 
indicate expected declines, an “18% to 20%” drop being 
cited in one case. \ 

Three companies expect better performance in the 
second half of 1957 in comparison with the first-half- 
1957 production rates, whereas eight others plan to cut 
back their output, with declines of “5%,” “7%,” and 
“15%” being mentioned. The two remaining firms indi- 
cate that the first-half-1957 rate will continue un- 
changed throughout the remainder of the year. 

Current dollar inventories are higher than at the 
beginning of 1957 in nine out of twelve cooperating com- 
panies. Inventories have held steady in two other com- 
panies and have been reduced in the twelfth. Of the 
seven companies reporting on inventories as a per cent 
of sales, five find these ratios currently are higher than 
at the beginning of the year, while two report no change. 
Only one firm expects to augment its current dollar 
inventories during the remainder of 1957. On the other 
hand, seven companies plan to cut back their inventory 
levels but this trend will be reversed in one firm if 
“there should be a vigorous upturn of new orders re- 
ceived.” And five companies plan no changes in stock 
levels for the remainder of the year. 

Five companies will accelerate their first-half-1957 
capital spending rate during the remainder of the year. 
In one case, the level will be “considerably higher.” 
Four others indicate that capital expenditures will be 
“about the same” as the 1957-first-half rate and the four 
remaining producers anticipate a reduction. 

Six of eleven reporting companies expect profits be- 
fore taxes in the coming six months to trend higher than 
the first half of 1957, up by “21%” and “50%” in two 
cases. An additional two companies expect to equal 
their first-half-1957 level of earnings, while three pro- 
ducers expect lower profits before taxes, in one case 
lower by “25% owing to seasonal variations.” One of the 
companies expecting an improvement in profits cites as 
the reason the institution of an “intensive cost reduction 
program.” , 

Reporting companies are equally divided in their 
profit expectations for the entire year of 1957. Five 
of twelve firms expect profits before taxes in the year 
1957 to surpass those in the year 1956. Specific increases 

‘mentioned are “15%,” “45%,” and ‘250% because of 
the occurrence of several unprofitable contracts in 
1956.” Five other firms, however, expect pretax earnings 
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in 1957 to be lower and the two remaining companies 
look to maintain their profits at 1956 levels. 


Instruments, Controls and Apparatus 


Eleven cooperating producers are definitely bullish in 
estimating the trend of their business activity for the six 
months ahead. Of the ten companies reporting on pro- 
spective new orders in the second half of 1957, seven 
anticipate rises of “1% to 2%,” “5%,” (two companies), 
“7%,” “10%,” “10% to 15% because of the introduction 
of a new product,” and “15%” over the rates in the 
corresponding months of 1956. On the other hand, two 
firms predict a downward movement: one of “1% to 2%” 
and the other of “10%.”’ Only one company feels that 
the same rate of incoming orders will prevail in both 
periods. Comparing estimated second-half-1957 orders 
with those in the preceding six months, three firms 
expect the dollar values of new orders to increase, two 
foresee no change and five anticipate a slackening off in 
the rate, by as much as “20%” in two cases. One firm 
does not report on this point. 

While two firms expect dollar billings in the next six 
months will be “4% lower than” and “approximately 
the same as” those experienced in the second half of 
1956, the nine remaining firms expect to bill a greater 
amount. Percentage increases range from “3%” to 
“40%.” In the case of one firm that is carrying an ade- 
quate inventory of finished products, dollar billings will 
“follow the trend of new orders and increase by 10% to 
15%.” One firm expects billings in the second half of 
1957 to show a decrease of “2%” below the preceding six 
months’ total and three expect to maintain the same 
level. The remaining seven producers indicate increases 
ranging from “2%” to “20%,” (two companies). 

Six companies estimate that the dollar value of pro- 
duction in the six months to come will be “5%” (two 
companies), “8%,” “9%,” “11%,” and “20%” higher 
when compared with the second half of 1956. Three 
firms are preparing to decrease second-half-1957 levels 
of output below those maintained in the corresponding 
months of last year, while two producers report no 
change. In comparison with first-half-1957 levels, pro- 
duction in the forthcoming six months will be the same 
at six companies and lower at five others, a “25%” dip 
being planned in one instance. 

Nine companies have added to their dollar inventories 
since the first of the year, with an increase of as much as 
“25%” being mentioned. One other company indicates 
an inventory decline, and the eleventh company reports 
no change has taken place since the beginning of the 
year. In five out of nine companies, sales have not kept 
pace with inventories and as a result the current 
inventory-sales percentages compared with those of half 
a year ago are “up slightly” (two companies), “4% 
higher” (two companies), and “up.” Inventory-sales 
ratios are presently lower at two companies and about 
the same as on the first of the year at two others. Only 
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one firm out of nine reporting companies expects inven- 
tories to rise during the latter half of 1957. One other 
company expects to keep its inventories at about where 
they now are, and in the seven other companies they 
will trend downward in one case by a “substantial 
amount.” 

Capital expenditures for the second half of 1957 are 
expected to “increase somewhat” in one company. Five 
other firms indicate that capital expenditures will not 
vary materially from first-half-1957 rates, while five 
firms anticipate declines. In this latter group, two firms 
see substantial reductions because of “‘the completion of 
large expenditure programs during the first half of 
1957.” 

Profits before taxes in the latter half of 1957 are ex- 
pected to pick up from those earned in the six months 
just ended, according to six cooperating firms. In one 
firm they are expected to be “better because of tradi- 
tionally larger sales volume in the second half of the year 
and the introduction of a new product.” Other firms 
report that increases of “5%,” “10%,” and “25%” 
should be attained. Two additional companies expect 
profits before taxes in the second half of 1957 to be equal 
to those of the preceding six months; the three remain- 
ing firms look for a decrease in second-half profits, in one 
case by “10% resulting from a decrease in billings plus 
an increase in costs and expenses.” 

Companies are even more optimistic as to profit ex- 
pectations for the whole year. Only three companies 
foresee profits before taxes in 1957 as “lower” and “de- 
creased by 10%” (two companies) when compared with 
last year’s earnings. The remaining eight companies 
expect to enjoy a higher level of income. Specific in- 
creases anticipated are “7%,” “10%,” (two companies), 
“1407, “49%,” and 100%.” 


Iron and Steel Foundries 


Ten cooperating companies in this group are divided 
in their estimates of prospective business during the 
remainder of the year. New orders in the coming six 
months are expected to surpass last year’s second-half 
levels in three firms, with increases of “*8%,” “10%,” and 
“15%” reported. Three other firms look for orders that 
will be equivalent to those in the second half of 1956, 
while four companies expect second-half-1957 new or- 
ders to decline, by “25%” and “30%” in two cases. But 
relative to the first six months of 1957, four reporting 
companies expect a higher volume of incoming orders in 
the next six months. Two of these companies specified 
“10%” increases while another anticipates a “3%” gain. 
In contrast, three concerns say the estimated level of 
new orders during the balance of the year will be “5%” 
and “15%” (two companies) below those received in the 
preceding six months. The three remaining companies 
believe the rate of incoming new orders will remain 
unchanged. 

Four cooperators predict dollar billings in the next 
half year will be “slightly,” “10%,” “12%,” and “20%” 


higher than those in the second half of 1956; three say 
they will be lower, in two cases by “25%” and “20% to 
30%,” and three others expect no change in their billings 
total. Second-half-1957 dollar billings are expected to be 
“considerably,” “10%” (two companies), and “5%,” 
higher than the levels of the first half of the year in four 
companies. Four other companies expect the same 
amount of dollar billings in both halves while the ninth 
and tenth firms each expect to register declines of “15%.” 

Cooperators’ estimates on the rate of production fol- 
low a similar pattern to that reported for orders and 
billings. Three companies are planning to boost their 
dollar value of production in the second half of 1957, in 
one case by as much as “20%” over the output of the 
same months of 1956. Four contemplate no change in 
their rates of production from those in the latter half of 
1956 while three foresee a drop in output levels. Com- 
paring expected dollar value of production in the second 
half of 1957 with that in the first half of 1957, four 
cooperators anticipate rises, three expect decreases, and 
three others plan to maintain the same levels. 

Five out of nine producers report dollar inventories 
at higher levels than on January 1, 1957, with increases 
of “10%” (two companies) and “14%” being mentioned. 
On the other hand, three firms indicate that current 
dollar inventories are “1%,” “10%,” and “15%” less 
than at the beginning of the year. Inventories have held 
steady at a ninth company. As a per cent of sales, inven- 
tories are lower than at the start of 1957 at three out of 
six companies, higher at two companies and unchanged 
at a sixth company. 

Only one cooperating firm expects inventories “‘to in- 
crease slightly during the second half owing to price 
increases.” Of the seven other producers commenting on 
this point, five expect inventories to trend downward 
during the remainder of the year and two plan to adhere 
to their current levels. 

Four companies plan to increase capital outlays dur- 
ing the latter half of 1957 over first-half-1957 outlays. 
One producer writes: “Capital expenditures will in- 
crease during the second half of 1957 because of a large 
two-year expansion and modernization program that is 
just getting under way.” 

Four other firms plan to continue spending at the 
first-half-1957 rate, while two producers contemplate 
reductions, in one case by “30% owing to the erection 
and completion early in 1957 of a special construction 
project.” 

Three out of seven reporting foundries estimate pre- 
tax profits in the second half of 1957 to be “considerably 
better than” and “10% above” (two companies) earn- 
ings in the first half of this year. Three companies 
anticipate equal rates of profit in both periods, while the 
seventh company expects profits to be “about 15% to 
20% less than in the first half of 1957 owing to a decline 
in business caused by customer vacation periods that 
usually occur in the second half of the year.” 

The outlook is for generally poorer results for the 
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entire year of 1957 as compared with 1956 results. Only 
two out of seven companies responding to this query 
believe profits before taxes in 1957 will equal those ex- 
perienced in 1956. The remaining five companies fore- 
cast lower profits for 1957 than in 1956. Four of these 
firms mention decreases amounting to “10%” (two com- 
panies), “10% to 20%,” and “30%.” 


Metal Stamping and Coating 


All four reporting producers of metal stampings and 
coatings expect their new orders, dollar billings, and 
rates of production in the coming six months will be 
higher than those in either the second half of 1956 or the 
first half of 1957. These increases in one company are 
based on the expectation that “inventory adjustments 
will be completed by the second half of 1957, and certain 
phases of the automotive industry will improve.” 

And the president of another firm points out that 
“the introduction of some new models in July will more 
than offset an expected reduction in sales and produc- 
tion in one of our other divisions.” A third firm’s predic- 
tion of improved second-half dollar billings and output 
is based upon “the expectation of greater new orders and 
the beneficial effect of a general price increase which 
recently went into effect.” 

Dollar inventories are now “down slightly” and “less 
by 4%” than at the first of the year in two companies 
and “higher” in the other two. The president of one of 
the companies in this latter group reports that “dollar 
inventories are at a higher level because of the seasonal 
nature of our business and the fact that we took in more 
tonnage than usual in anticipation of the price increases 
for tin-mill products on May 1 of this year.” 

The only company commenting on inventories as a 
per cent of sales reports that this ratio is currently the 
same as at the beginning of the year. One firm expects to 
maintain its inventory at the current level throughout 
the remainder of 1957; the remaining three expect to 
reduce their stocks, one of them forecasting a “‘consid- 
erable decline.” 

One firm expects its rate of capital expenditures in the 
second half of 1957 to be “the same”’ as in the preceding 
six months and three others expect them to be higher, 
because of “the construction of a new warehouse” in one 
instance, and “an exceptionally small amount spent in 
the first half of 1957” in another. 

Three companies predict that their second-half-1957 
profits before taxes will exceed those earned in the first 
half of this year, in one case by “‘a substantial amount.” 
The fourth makes no comment. The reason for the ex- 
pected improvement in earnings in one company is “in- 
creased sales,” while another cites “better control of 
expenses” as most responsible. 

One of three reporting companies forecasts 1957 
profits before taxes will “increase slightly” over those of 
1956 owing to “a price increase and the expected high 
sales volume of new products;” one expects earnings for 
the year to be “far less” and the third firm foresees a 
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“10% drop because of the extreme pressure exerted by 
customers against price increases.” 


Metalworking Machinery 


Twelve reporting producers of metalworking machin- 
ery are divided in their appraisals of business prospects 
for the six months immediately ahead. As the chairman 
of the board in one such company puts it: “business is 
generally still very good although spotty in some cases. 
There is a little more uneasiness and uncertainty among 
businessmen about the coming six months.” 

Four out of eleven of the cooperators expect that in- 
coming orders in the forthcoming six months will sur- 
pass those in the second half of 1956, with increases of 
“8%,” “10%,” and “20%” being anticipated. Five other 
companies expect some softening in the demand for 
their products, and as a result the estimate of the dollar 
value of new orders in the second half of 1957 is less than 
the value of orders received in the same months of 1956. 
The remaining two companies hope to hold to the same 
level that prevailed in the corresponding period of last 
year. Four out of eleven cooperators indicate that new 
orders in the latter half of 1957 will be “5% to 10%,” 
10%,” “15%,” and “15% to 20%” higher than those in 
the six months just ended. While five other respondents 
expect to book second-half-1957 new orders at the same 
rate as in the first half, the tenth and eleventh firms 
foresee a lower rate. 

In the case of three out of eleven reporting companies, 
dollar billings in the second half of 1957 are expected to 
be “45% above,” “‘approximately 28% higher than,” 
and ‘5% over’ those in the same period of 1956. Four 
companies believe billings in the next half year will be 
less than those experienced during last year’s second 
half, the largest decrease cited being “19%.” Four others 
expect little change to occur. Compared with the first 
half of 1957, dollar billings in the next six months will be 
higher at three of the ten companies responding on this 
point, lower at five companies, and the same at the 
remaining two. 

An increase in the dollar value of production in the 
coming six months of “8%,” “12%,” and “28%” over 
that of the second half of 1956 is anticipated at three 
out of eleven cooperating firms. Four other companies 
expect their output in the second half to decrease from 
last year’s levels and four foresee little change. Only one 
of eleven reporting firms expects the dollar value of pro- 
duction in the forthcoming six months to run higher 
than in the first half of 1957. Five firms say that produc- 
tion will trend downward, in one case by “5% owing toa 
vacation shutdown in the last half of the year.” Five 
additional firms see no significant change occurring. 

Five producers report that a build-up in their dollar 
investment in inventories has occurred since the begin- 
ning of the year, with rises of “5%,” “8%,” and “10%” 
(two companies) being quoted. On the other hand, three” 
companies have cut their inventories so that they are 
now “down somewhat,” “lower by 5%,” and “down 
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20%,” from January 1, 1957, levels. Little change has 
occurred in the four remaining firms. Inventory-sales 
ratios are up from the first of the year in three of the 
five companies, and unchanged in the fourth and fifth 
firms. Seven out of the eleven producers intend to reduce 
their inventories during the next half year, two plan to 
add to their inventories, and two expect them to remain 
level. 

Two out of nine participating producers of metal- 
working machinery plan to boost their capital expendi- 
tures in the next six months above the amount spent in 
the first half of 1957. One of these companies is taking 
this step as “a further move toward cost-saving via 
automation.”’ Four companies expect to continue spend- 
ing at the first-half-1957 rate, while three companies 
intend to proceed at a slower pace. One of these latter 
companies explains that “schedules call for the bulk of 
the capital equipment ordered by us to be delivered in 
the first half of the year.” 

Four cooperating companies commenting on the out- 
look for profits before taxes in the second half of 1957 
predict improvement over their first-half performance. 
A vice-president of one of these companies offers his 
optimistic appraisal: 

“In August of 1956 we increased our prices in anticipation 
of increased costs of labor and materials stemming from the 
settlement of the steel strike at that time. However, the size 
of our backlog was such that we have not been able to ship 
all orders booked at the old prices before meeting the full 
impact of increased costs in the early part of this year. Asa 
result, we expect profits in the second half of 1957 to be ap- 
proximately 50% better than those for the first half, barring 
further unexpected increases in costs.” 


While two more firms foresee little change in prospec- 
tive earnings, five others report profits before taxes in 
the last six months of 1957 will be below those of the 
early half of this year, with decreases of “5%,” “614%,” 
and “‘at least 10%’ estimated by three firms. In the last- 
mentioned company, the president comments that “‘with 
declining new orders, with backlogs reduced to the point 
where they are not much help as a cushion, and with a 
recent increase in labor costs, there is bound to be a 
profit squeeze during the remainder of the year.” 

Six out of eleven reporting firms look for 1957 profits 
before taxes to exceed 1956 levels, by margins ranging 
from “slight” and “5%” to “approximately 30% to 
45%.” On the other hand, four firms estimate that their 
1957 profits will not attain the levels of 1956, specific 
decreases mentioned being ““7%,” “20%,” and ‘‘23%.” 
In the eleventh firm, “the calendar year of 1956 was a 
good one for us, but if forecasts for sales and shipments 
are correct, the calendar year 1957 could compare very 
favorably in profits with the year of 1956.” 


Motor Vehicles and Parts 


. ; 
Of the three producers of motor vehicles and parts 


participating in this survey, two expect the rate of in- 
coming orders for the remainder of the year to be “about 


the same as” and “slightly better than” those for the 
corresponding period of 1956. Stacked against the first 
six months of 1957, one out of two concerns anticipates 
that the dollar value of new orders in the next six 
months will be “higher by 23%” while the other expects 
a “lower’’ level. 

Billings in the coming six months are expected to 
exceed second-half-1956 levels in two companies, while 
one company believes they will “remain about the 
same.” Compared with the billing rate in the first six 
months of this year, one firm sees second-half billings as 
trending higher whereas two firms expect them to be 
lower. 

The production rates in the next six months will sur- 
pass for two companies and equal in the third firm the 
second-half-1956 rate. No change from first-half-1957 
levels is expected by one company, and lower production 
levels by the remaining two firms. Production in one of 
these companies is “generally lower in the second half of 
each year because of the time required for model 
change-overs.” 

Current dollar inventories in two cooperating firms 
have remained constant when compared with January 1, 
1957, levels, and have increased in the third firm. Inven- 
tory-sales ratios are “larger” in one company than at the 
beginning of the year, and “slightly lower” in the only 
other firm reporting on this point. All three companies 
contemplate an inventory cutback during the next half 
year. 

The rate of capital expenditures for the second half of 
1957 will “decline” and be “considerably less” than 
during the first half in two companies; the remaining 
firm hopes to hold spending at “‘about the same level.” 

Of the three automotive firms comparing prospective 
profits before taxes for the second half of the year with 
first-half-1957 levels, one predicts they will be higher, 
one is expecting a decline, and the third firm foresees no 
change. 

However, when compared with earnings for the year 
1956, two companies forecast higher 1957 returns and 
one estimates that “a very similar position will prevail” 
with regards to profits before taxes. 


Nonferrous Metals 


Business is expected to pick up somewhat in the 
ensuing six months, according to the majority of eight 
reporting nonferrous metal companies. New orders in 
the second half of this year in six of these companies are 
expected to exceed those in the same period of 1956, in 
one case by a “substantially higher” amount. Two other 
companies expect order rates in both periods to be 
equivalent. In a like manner, five out of seven com- 
panies expect to book a larger volume of orders in the 
second half of 1957 than in the half year just ended, 
while the two remaining companies are looking for 
incoming orders to continue at the first-half rate. 

Dollar billings in the second half of 1957 will also be 
higher than in the same period of last year in four com- 
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panies. Two companies expect to equal the second-half- 
1956 rate, while the seventh and eighth concerns expect 
their dollar value of billings to be “somewhat less” and 
“lower.” In both of the latter cases this is owing to 
“ower raw material costs which in turn result in lower 
selling prices.” Four out of seven companies expect 
second-half-1957 billings to better the first-half-1957 
rates, two foresee declines, and the seventh predicts no 
change. 

A higher production level in the second half of 1957 
than in the corresponding period of 1956 is the expecta- 
tion among five respondents. An increase of as much as 
“15% to 20%” is mentioned in one instance. Only one 
cooperator is planning a reduction in production rates, 
while not much change is foreseen by two others. In 
comparison with the dollar value output in the first half 
of the year, five out of seven reporting firms indicate 
that second-half production rates will be higher, the 
sixth firm intends to cut volume, and the seventh re- 
ports no impending change. 

Three nonferrous metals producers report that cur- 
rent dollar inventories are up from the first of the year. 
The reason for higher inventories in one company is ‘‘an 
increasing volume of business and the necessity of hav- 
ing higher inventories in order to meet the requirements 
of our customers.” In contrast, two companies have 
their stocks at lower levels than at the start of 1957, and 
three additional firms indicate that no change has taken 
place. Expressing inventories as a per cent of sales, three 
firms indicate that this ratio is now higher than at the 
start of the year, three report lower ratios and two have 
experienced no change. Current dollar inventories are 
scheduled for a build-up in the latter half of the year in 
three of seven concerns. According to a vice-president in 
one of these firms, however, “‘physical inventory is ex- 
pected to remain about the same and the value will tend 
to increase owing to higher unit cost.” 

Two firms plan to subtract from their current inven- 
tory levels and the remaining two expect their invest- 
ment in inventories to remain steady. 

Of the five companies planning to lay out greater 
amounts for capital expenditures in the coming six 
months than were spent in the first half of 1957, three 
report that such increases will be “substantial.” In one 
company, this increase is accounted for by “‘an extensive 
plant construction program for which the bulk of the 
expenditures will be made in the latter half of the year.” 
Similarly, another firm finds itself “in the process of 
building a new mill, as well as undertaking a more than 
normal amount of replacement and modernization of 
other facilities.’ Capital outlays in one firm will con- 
tinue at the first-half-1957 rate, and in two companies 
second-half-1957 capital expenditures will be less—in 
one case because of ‘“‘the completion of a major capital 
program initiated in 1956.” ; 

Five out of seven firms expect their pretax profits in 
the second half of 1957 to show improvement over first- 
half-1957 levels, amounting in two cases to “about 5%” 
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and “approximately 20% to 25%” respectively. The two 
remaining producers expect to equal their first-half-1957 
profits performance. 

The earnings picture is somewhat less bright when the 
prospects for the year 1957 are compared with 1956 
results. Four companies predict a rise in earnings. One 
of this group anticipates “a 50% boost because of the 
termination of certain unprofitable operations existing 
in 1956.”’ At three other firms, profits before taxes in 
1957 are expected to fall short of the 1956 levels. One 
of these firms predicts an “11% decrease” and the presi- 
dent of another believes profits before taxes in 1957 will 
be “considerably less as a consequence of a severe de- 
cline in business in combination with heavy nonrecur- 
ring items of expense entailed in moving to new plants 
and starting-up costs on new products.” An eighth firm 
foresees little change from last year’s earnings. 


Office Equipment 


The treasurer of one office equipment company writes 
that “estimates are decidedly bullish on the business 
outlook for the balance of 1957.” All five companies feel 
that the volume of new orders in the second half of 
1957 will mount [““10%” (two companies) and “5%’’] 
above that of the second half of 1956. In relation to the 
first half of 1957, three firms foresee a step-up in their in- 
coming order rates during the remainder of this year, one 
firm expects new orders to be seasonally “5% to 10% less,” 
and the fifth firm anticipates booking an equal amount. 

The pattern of dollar billings is expected to follow the 
trend anticipated for new orders. All four companies 
reporting on dollar billings in the coming six months as 
compared with those of the second half of 1956 predict 
higher levels will prevail, with gains of “10%” and 
“14%,” estimated. A rise in the second-half-1957 level of 
billings over the sum for the first half of this year is 
anticipated by three of four reporting firms, while the 
fourth company expects this rate to lag. 

The dollar value of production in the second half of 
1957 will exceed that of the second six months of 1956, 
according to five firms, specific increases of “10%” (two 
companies) and “5%” being mentioned. And comparing 
the two halves of 1957, four companies plan to boost 
production over the balance of the year, while the fifth 
company looks for a “slight” reduction. 

Current dollar inventories at three companies have 
risen since the beginning of the year and two other 
companies have held theirs constant. One of three co- 
operators says that inventories as a per cent of sales are 
comparable to those at the beginning of the year, and 
the other two report “slightly”’ higher ratios. The trend 
of inventories in the coming six months will be upward, 
says one firm. On the other hand, two firms intend to 
pare their stocks, and the remaining two to make no 
change from their current levels. 

In the coming six months, capital expenditures in two 
out of four companies will be “substantially more” and 
“15% higher” than in the half year just ended, while at 
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the third and fourth companies expenditures will be 
“about the same.” 

With the exception of one office equipment manufac- 
turer who estimates a “25% seasonal decrease,”’ profits 
before taxes in the second half of 1957 will be up 
“slightly” (two companies) and “30%” from first-half- 
1957 earnings in three other companies. One firm does 
not comment on the profit outlook. 

Earnings prospects are even more satisfactory for the 
full year. All of the four companies responding indicate 
that 1957 pretax profits will surpass those in 1956. In- 
creases in two companies will be “‘slight,”’ and in the 
other two, up “8%” and “10%” respectively. 


Structural Metal Products 


Of three cooperating producers of structural metal 
products, two predict that new orders in the forthcom- 
ing six months will duplicate those achieved in the 
second half of 1956, and the third that they will run 
about “15% less.”” Comparisons with the new orders 
rate prevailing in the first half of 1957 show all three 
companies predicting comparable levels of new business 
in the six months ahead. 

The three participating companies expect that dollar 
billings in the second half of 1957 will be “‘somewhat 
lower than,”’ “‘the same as,”’ and “70% over’ those in 
the corresponding months in 1956, and “lower than” 
and “‘the same as’’ (two companies) in the preceding six 
months. One firm plans to boost the dollar value of 
production for the remainder of the year by ‘“70%” over 
the output levels during the second half of 1956, while 
two others foresee little change. All three companies 
expect second-half output to equal the levels attained in 
the first half of 1957. 

The dollar value of current inventories is higher than 
at the start of the year in the two companies comment- 
ing on this question. Inventories in relation to sales are 
now “increased” in one firm and “down 15%” in the 
second from the ratios prevailing at the beginning of 
1957. A reduction in the size of their current inventories 
during the latter half of the year is contemplated by all 
three producers. 

As to capital expenditures in the coming six months, 
one firm expects an increase over first-half-1957 spend- 
ing owing to “‘an expansion in warehouse space.’ An- 
other firm anticipates a cut of “75%” and the third 
reports no change. 

The two firms reporting on this point anticipate that 
second-half-1957 earning levels will be higher than in the 
preceding months, one of them estimating an increase 
of “6%.” 

Profits before taxes for the full year are forecast at 
“4% higher” than in 1956 by one company, while the 
two remaining manufacturers forecast lower returns. 
The impaired profit picture in one of these firms is 
explained by the president, who writes: 

“There is quite a bit of senseless price cutting by what we 
believe to be unintelligent management. Tonnage volume 


is running a trifle ahead of 1956 and yet some companies in 
our industry are quoting prices that we know to be un- 
profitable.” 


NONMETAL INDUSTRIES 
Apparel and Related Products 


Of the five manufacturers of apparel and related 
products participating in this survey, two expect that 
second-half-1957 new orders will be better than in the 
latter half of 1956, and two others that they will come 
in at an unchanged rate. The fifth company failed to 
comment. The four companies reporting agree that 
their incoming orders in the next six months will exceed 
those of the first half of the year. An executive in one of 
these companies explains that “it is normal in our busi- 
ness for the second half of each year to be substantially 
higher than the first half.” 

Three companies believe dollar billings in the coming 
six months will be “better,” “higher,” and “1% to 2% 
more” than in the corresponding period of 1956, the 
remaining two that they will be “‘about the same”’ in the 
two half-year periods. When compared with the preced- 
ing six-month figures, all five companies expect second- 
half-1957 dollar billings to be higher, with seasonal in- 
creases of “20%,” “30%,” and “50% to 100%” antici- 
pated by three firms. 

The dollar value of production in the next half year 
will be increased over that of the latter half of 1956 in 
three companies and remain the same in the fourth and 
fifth firms. Similarly, three companies intend to build up 
output in the second half of 1957 from first-half levels, 
while no change is contemplated in the remaining two 
companies. 

At three manufacturers, current dollar inventories are 
up from first-of-the-year levels, while two other firms 
indicate that no change has taken place. The two com- 
panies supplying information on current dollar inven- 
tories as a per cent of sales report that such ratios are 
now “higher” and “25% higher” than at the beginning 
of the year. Three companies foresee inventories taper- 
ing off in the coming six months, and two others their 
staying at current levels. 

Capital expenditures for the balance of the year will 
show “no change” in one out of three participating com- 
panies, and will increase “slightly” and by “10%” over 
the amounts expended in the first half of 1957 in the 
other two. 

Improvement in profits before taxes in the latter half 
of this year over the six months just ended is predicted 
by three out of four reporting manufacturers, in one case 
because “‘profits during the second six months of any 
year are always substantially higher than the profits of 
the first six months.” A fourth firm believes second-half 
pretax profits will “compare favorably” with those 
enjoyed in the first half of the year. Earnings for the 
year as a whole are expected to be “higher” (two com- 
panies), “substantially better” and “approximately 3% 
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more’”’ than in 1956 in four companies and will “equal” 
the 1956 figure in the fifth. 


Chemicals—Inorganic 


Five companies reporting in this industry expect their 
business to hold fairly steady in the next six months. 
While one out of four cooperating firms sees new orders 
in the second half of 1957 increasing by “10%” over the 
rate of the same period in 1956, two look for the same 
levels to be maintained and one expects a “‘slight”’ de- 
cline. The same four companies all indicate that incom- 
ing orders in the latter half of this year will approximate 
the levels of the preceding six months. 

A greater amount of dollar billings is foreseen for the 
next half year by two companies. In one case this will 
amount to “10%” more than the second-half-1956 total. 
Two other manufacturers expect billing levels in the 
second half of 1957 to be equivalent to those in the cor- 
responding period of 1956, while one firm expects them 
to be “slightly” less. Two respondents anticipate that 
second-half-1957 billings will be up “slightly” and by 
“10%” from first-half-1957 levels, while the remaining 
three cooperators expect them to stay “‘the same.” 

Of the five companies comparing their estimated 
production rates for the coming six months with those 
in the latter half of 1956, two plan increases in output, 
two others contemplate decreases and one reports no 
change will occur. While one firm plans to raise second- 
half-1957 output “10%” over that in the preceding six 
months, the dollar value of production is foreseen as 
remaining level throughout 1957 by four other concerns. 

Dollar inventories have risen in three out of four re- 
porting companies since the beginning of the year, while 
the fourth company reports a “25%” narrowing of 
stocks. As compared with the first of the year, inven- 
tory-sales ratios among the four reporting producers are 
mixed. Two firms indicate that ratios are currently 
higher, while the other two report them as lower. Of the 
four companies commenting on the trend of dollar value 
of inventories in the coming six months, three foresee an 
upward movement while the fourth contemplates inven- 
tory cutbacks. 

The rate of capital expenditures in the second half of 
1957 will increase over such spending in the first half of 
the year, according to four companies, and will decrease 
in the fifth concern. 

The four firms responding estimate that profits before 
taxes in the second half of 1957 will be “‘slightly greater 
than,” “about equal to” (two companies), and “‘sea- 
sonally lower” than those earned in the first half of this 
year. However, three out of these four manufacturers 
predict that earnings for the full year will be better than 
in 1956, in two cases by a “‘moderate” amount. The 
fourth firm foresees no change. 


‘Chemicals—Organic 


Looking six months ahead, thirteen reporting pro- 
ducers of organic chemicals are optimistic regarding 
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their business expectations. Eight of ten of these com- 
panies say that new orders during the next six months 
will exceed those of the latter half of 1956, four of them 
citing specific increases of “5%,” “10%,” “15%,” and 
“20%.” At the ninth and tenth companies second-half- 
1957 orders are expected to equal those received in 
1956’s second half. New orders in the latter half of this 
year are expected to be greater in five of the ten com- 
panies than those of the first half of 1957, with two of 
these companies estimating “10%” increases. No change 
in new orders from first-half-1957 levels is anticipated 
by three other companies, while “‘slight’”’ decreases are 
foreseen by the remaining two. 

Eleven firms forecast that dollar billings in the six 
months ahead will exceed those in the corresponding 
period of 1956, estimated increases ranging from 
“slightly” to “20%” higher. The two remaining com- 
panies expect the same billings rate to prevail in both 
periods. Measured against first-half-1957 levels, seven 
out of twelve reporting companies predict increases in 
second-half-1957 billings, whereas two concerns expect 
to bill a lesser amount. The three remaining companies 
anticipate equivalent rates in both half years. 

Eleven companies report that their dollar value of 
production in the coming six months will mount above 
the levels of last year’s second half. However, the 
treasurer of one company writes that “output as a per 
cent of capacity will be lower because of considerable 
current expansion of production capacity.” The two 
remaining firms believe they will match the output of 
the second half of 1956. Of the thirteen companies com- 
paring second-half-1957 production rates with those in 
the preceding six months, eight look for increases, four 
intend to maintain the same rate, and only one is pro- 
gramming any curtailment in production. 

Current dollar inventories have risen from January 1, 
1957, levels in seven cooperating companies. One of 
them reports that inventory levels are now “higher,” 
while the other six cite specific increases of “1%,”’ “2%,” 
3%,” “6%,” “7%,” and “10%.” Current dollar inven- 
tories are “less” and smaller by “8%,” “15%,” and 
“45% seasonally” than at the beginning of the year in 
four additional companies and have stayed constant in 
the remaining two firms. However, only two out of 
twelve companies report that inventories as a per cent 
of sales have increased since the beginning of the year, 
while five firms indicate lower inventory-sales ratios and 
five have experienced no change. Inventories will be 
expanded in the next six months at five cooperating 
companies, will be reduced in two companies, and will 
remain at current levels in six concerns. 

Eight cooperating companies are planning higher 
second-half-1957 rates of capital expenditures than pre- 
vailed in the first half of this year. Three other firms 
intend to keep capital outlays constant, and two remain- 
ing producers expect them to decline “10%” and “15%,” 
respectively. 

Better profits before taxes in the second half of 1957 
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than in the preceding six months are foreseen by five 
out of twelve companies reporting, two of which esti- 
mate increases of “10%’’ while another expects them “‘to 
keep in line with increasing sales.”” At two companies, 
earnings are expected to fall short of the first-half mark, 
while at five other firms the level of profits is not 
expected to change. 

Profits before taxes for the full year will be up “12%” 
and “20%” over 1956 levels, according to two of the six 
companies forecasting increases. On the other hand, four 
producers predict poorer profit results than in 1956, in 
one case that they will fall off as much as “10% to 
20%.’’ Two firms expect comparable year-to-year earn- 
ings, while no profit comparisons were made by the 
thirteenth cooperator. 


Construction Materials 


The consensus of fourteen construction material man- 
ufacturers participating in this survey is that business 
will be favorable in the coming six months. 

While three companies think new orders in the six 
months immediately ahead will be “slightly,” “10%,” 
and “1214%” lower than those in the same period of 
1956, eight other companies expect new orders to rise 
“moderately,” “somewhat” (two companies), “5%” 
(three companies), “10%,”’ and “16%.’’ The remaining 
three companies believe the dollar value of new orders 
received in the next six months will stay about even 
with last year’s second-half figures. Compared with the 
first half of 1957, incoming orders in the next six months 
are expected to be “‘moderately” and “5% to 10%” 
lower in two of thirteen reporting companies, and “‘about 
the same” at the third firm. But the remaining ten pro- 
ducers report increases in prospective new orders rang- 
ing from “slight” (two companies) to up ‘60% sea- 
sonally.”’ 

Ten companies expect dollar billings for the second 
half of 1957 will run ahead of the second-half-1956 rate, 
with specific increases of “5%” (two companies), “10%” 
(two companies), “15%,” “15% to 20%,” and “25%” 
reported. Two others believe billings in the next six 
months will fall below second-half-1956 levels and the 
two remaining firms expect them to be booked at about 
the same rate. Improvement in rates of dollar billings 
during the final half of 1957 over those recorded in the 
six months just ended is also expected by nine of thir- 
teen participating companies. A single company foresees 
its second-half-1957 rate of dollar billings running about 
the same as in the first half of 1957, while the other 
three producers predict declines. 

Production in the coming six months will be higher 
than it was in the second half of 1956, as foreseen by 
eight companies, with specific increases of “5%,” “20% 
owing to enlarged manufacturing facilities,” and “25%” 
being mentioned. Five additional firms estimate that 
their second-half-1957 production will about equal last 
year’s second-half rate while the fourteenth company 
plans a “25%” cutback in output. Seven cooperating 


firms believe the rate of production in the forthcoming 
six months will forge ahead of 1957-first-half levels. 
Three firms indicate a lower rate will prevail, one of 
them citing “vacation periods (July and August) coupled 
with Christmas holidays” as the explanation. Equal 
levels of output are expected to be maintained in both 
halves of 1957 by the four remaining firms. 

The value of inventories is now higher than at the 
start of the year in seven companies, with percentage 
increases of “10%,” “17%,” “50% seasonally” and 
“90% reported. In contrast, stocks have declined for 
five companies, while no change has occurred in the 
thirteenth and fourteenth concerns. Four out of twelve 
companies report inventories as a per cent of sales as 
having increased since the beginning of January, three 
others indicate that these ratios are unchanged, and the 
remaining five producers find them lower. 

Three companies plan to add to their current dollar 
inventories during the remainder of the year, two are 
planning no change, and nine to reduce them. 

Expenditures for capital improvement in the next six 
months will increase over the first-half-1957 rates in six 
companies. In one company, this outlay will be “con- 
siderably greater owing to the fact that a major portion 
of our construction work as well as the completion of a 
new building will take place.”’ On the other hand, four 
companies plan to diminish their capital expenditures in 
the second half of 1957 below those of the first half. 
This is so in one company because “‘major plant mainte- 
nance and improvements are traditionally planned for 
the early months of the year.” Four additional firms 
intend to continue spending at the first-half-1957 rates. 

Optimistic profit prospects for the second half of this 
year are forecast by most companies in this industry 
group. Eight of them estimate better profits before 
taxes in the second half of 1957 than in the preceding six 
months, one of them predicting a “24% higher” level. 
Among the reasons cited are “greater utilization of plant 
capacity” and “elimination of various start-up expenses 
in a new facility.” A ninth firm anticipates “little 
change” will occur between the first-half and second- 
half-1957 profit rates, while two other firms forecast 
lower earnings, in one case because of “‘seasonal factors” 
and in the other owing to “keen competitive conditions 
and increased price-cutting practices that will more than 
offset an expected rise in business volume.” Three com- 
panies make no mention of the second-half-1957 profit 
picture. 

Higher profits before taxes for the full year 1957 in 
comparison to 1956 are foreseen by five out of thirteen 
companies. However, one of these firms finds its forecast 
for higher profits dulled somewhat by “higher wage 
costs, the added sales cost in connection with new 
products, and a slight reduction in average prices result- 
ing from competitive conditions in the market.” 

The president of another of these companies is looking 
for 1957 profits to be “somewhere between 10% to 20% 
better than in the previous year, owing not only to a 


BUSINESS RECORD 


10% price increase put into effect late in 1956 but also to 
the fact that new manufacturing facilities put into 
operation early in 1956 are now producing efficiently.” 
In the case of another company expecting a “25%” 
increase in year-to-year profit returns, the reason cited 
is “the additional production facilities that enable us to 
produce more nearly up to our sales capacity and give 
us certain economies in our manufacturing.” 

Three companies foresee 1957 pretax earnings as 
equaling last year’s profits before taxes, while five others 
expect them to turn lower, a decline of “15%” being 
predicted in one case. 


Food, Beverages, and Kindred Products 


Eight cooperating food companies present mixed esti- 
mates regarding the trend of their business for the 
remainder of the year. Three out of six firms predict that 
the dollar value of new orders in the second half of 1957 
will exceed the amounts received in the corresponding 
period of 1956. Two firms expect to book a lower vol- 
ume, while in the remaining firm no change in rate is 
anticipated. Compared with the first half of 1957, five 
out of six of the companies foresee higher levels, three 
of them designating such increases as being “‘seasonal.”’ 
The sixth firm expects new orders to be “about the 
same”’ as in the first half. 

Dollar billings in the ensuing six months are expected 
to exceed those of the second half of 1956 in five com- 
panies, with predicted gains of ““5%”’ (three companies) 
and “8%” being specifically indicated. Two additional 
companies feel that their prospective dollar billings will 
be “‘moderately smaller’ and “less, owing to decreased 
sales volume and lower prices,” than those in last year’s 
second half; the eighth firm expects its billings to remain 
at the same level. Improvements in the next six months 
varying from “3%” to “20%” over the levels of the 
preceding six months are anticipated by six companies, 
while two others expect to equal their first-half-1957 
billings. 

In three companies, the dollar value of production in 
the next half year will trend upward by “5%,” “8%,” 
and “5% to 10%’ from last year’s latter-half levels. In 
contrast, four other companies expect last-half produc- 
tion will be less than in the second half of 1956. The 
eighth cooperator expects “about the same” level to 
prevail in both periods. Production in the next six 
months will increase in four companies over the first- 
half-1957 levels, will remain about the same in three 
other companies, and will be “down 7%” in the eighth. 

Two companies report that the dollar value of inven- 
tories is currently higher than the levels existing at the 
start of the year. Inventories are unchanged at three 
other cooperating firms, and lower by “5%,” “12%,” 
and “20%” at the remaining three companies. Of the six 
respondents commenting on their current inventories 

relative to sales, two indicate that these ratios have 
risen since the first of the year, two that they are the 
same, and the fifth and sixth firms that they are lower. 
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Three out of seven companies plan to add to their 
current inventories during the next six months, while 
two predict reductions in their stocks, in one case as the 
result of “greater seasonal rates of sales in the second 
half of the year.”’ The remaining two producers foresee 
little change in either direction. 

Four companies intend to accelerate their second- 
half-1957 capital expenditures from first-half levels, 
three plan to keep their spending rates steady, and the 
eighth firm estimates theirs will be “considerably 
lower.” 

Of the six companies commenting on the profit out- 
look during the second half of 1957, four forecast an 
improvement in earnings before taxes from first-half 
levels, in one case amounting to a “10% rise,’”’ whereas 
profits before taxes in the fifth and sixth concerns will 
lag behind first-half-1957 results. However, on a year-to- 
year basis, three of seven reporting companies estimate 
that their 1957 profits before taxes will be below those 
achieved in 1956 and three additional firms anticipate 
comparable returns. But the vice-president of the 
seventh firm anticipates that “1957 will be a satisfactory 
year with increased sales and profits despite the inten- 
sive competition prevailing in this industry.” 


Furniture and Fixtures 


Seven participating manufacturers of furniture and 
fixtures are generally satisfied with business expecta- 
tions for the remainder of 1957. Four of these companies 
look for new orders in the second half of 1957 to run 
ahead of second-half-1956 rates; specific increases pre- 
dicted are: “5%,” “5% to 10%,” and “25%.” A single 
firm expects the dollar value of new orders in the next 
six months will be “10% under”’ that in the correspond- 
ing months of 1956, while two others feel that prospec- 
tive orders will come in at the same rate. Similar com- 
parisons with the six months just ended reveal five 
manufacturers anticipating increases in the levels of 
second-half-1957 orders, in one instance by as much as 
33%,’ while the sixth and seventh firms expect new 
orders to continue at the first-half-1957 rate. 

The trend predicted for dollar billings lies parallel to 
that for new orders. Four companies expect that dollar 
billings in the forthcoming six months will surpass the 
amounts booked in the same period of 1956, while three 
others estimate the same rates will prevail in both 
periods. Five companies indicate that their second-half- 
1957 levels of billings will be higher than those in the 
first half of this year, while the remaining two coopera- 
tors expect equivalent billing rates to prevail. 

As to the dollar value of production, four respondents 
estimate that their output during the remainder of the 
year will be higher than that attained in 1956’s second 
half, one predicts a decline, and the two remaining 
companies foresee no change between the two periods. 
While four firms expect second-half-1957 rates of pro- 
duction to trend upward from those in the preceding six 
months, three others intend to keep them the same. 
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Current dollar inventories are “‘somewhat,” “2%,” 
and “25% higher than at the beginning of the year in 
three of six companies, unchanged in two additional 
firms and “3% to 4%” lower in the sixth. Of the five 
companies reporting on inventories as a per cent of 
sales, four indicate the same ratios currently prevail as 
at the beginning of the year, while the fifth company 
indicates a “2%” increase has taken place. Four out of 
six manufacturers plan to keep their inventories at cur- 
rent levels in the next half year, while the other two 
expect their inventories to trend downward. 

Two concerns expect to increase capital expenditures 
in the latter part of this year over the outlays during the 
first half of 1957. Two other companies are planning 
reductions in the amounts expended and three to 
continue their first-half-1957 rate of capital spending. 

The profit picture for the six months ahead is quite 
favorable when compared with first-half-1957 figures. 
Five companies forecast levels of pretax profits in the 
coming six months, ranging from “slightly better’’ to 
50% higher” than in the preceding six months; profits 
equal to those in the first half of 1957 are expected in 
two other firms. However, the outlook for profits is not 
quite so favorable when comparisons are made on a 
yearly basis. Three out of seven firms predict that for 
the full year they will be “slightly,” “substantially,” 
and “20%” higher than in 1956. In the case of the first 
company mentioned, its president expects “generally 
rising raw material and labor costs to be offset some- 
what by more efficient production methods.” The fourth 
and fifth companies expect to equal their 1956 profits 
before taxes, while two manufacturers foresee declines. 
In one of the last-mentioned companies, the president 
writes that “profits for 1957 may be 40% to 50% below 
those of 1956 because cost reduction programs have not 
been able to offset the decrease in sales volume and the 
increase in costs.” 


Lumber and Products 


The outlook for business in the next six months is 
unfavorable, according to four cooperating lumber prod- 
uct companies. All of them indicate that new orders in 
the six months immediately ahead will be “lower” and 
“2%,” “10% to 20%,” and “40%” less than in the second 
half of 1956. However, the dollar volume of second-half- 
1957 new orders will surpass the first-half-1957 levels in 
two companies. The third company expects them to 
decline by ““7%,”? and the fourth firm feels that the 
incoming orders rate will ‘compare very favorably” to 
that in the immediately preceding six months. 

Likewise, dollar billings in the next half year are 
expected to exceed those in the second half of 1956 at all 
four reporting companies. And in comparison with first- 
half-1957 levels, billings in the coming six months will be 
higher in two companies, “approximately 9% less’ in 
another, and “about equal’ in the fourth. 

Of the three companies reporting, two predict produc- 
tion rates in the next six months will be lower than in 


both the last half of 1956 and the first half of 1957. The 
third firm foresees a reduction in second-half-1957 out- 
put from the levels of last year’s second half, but sees 
little difference from those of the first six months of 
1957. 

Two out of three respondents report that dollar inven- 
tories are at higher levels than at the beginning of the 
year, while in the third firm inventories are “lower.” 
Expressed as a per cent of sales, inventories are now 
above the January 1, 1957, ratios in the only two com- 
panies commenting on this point. The two firms report- 
ing on the trend of current inventories in the coming half 
year expect stocks to move downwards. 

Two companies plan to spend more for capital pur- 
poses in the second half of 1957 than was expended in 
the first half of this year, while the other two companies 
intend to cut this rate. 

In comparison with pretax earnings in the first half of 
1957, one out of three companies forecasts higher 
second-half profits before taxes, the second predicts a 
decline, and the third believes earnings will be com- 
parable in both periods of 1957. 

While one firm foresees its pretax profits for 1957 as 
equaling those of 1956, the three remaining firms expect 
them to be ‘‘somewhat less” (two companies) and “‘con- 
siderably lower, owing to reduced sales volume, lower 
selling prices and higher costs.” 


Paper and Allied Products 


Moderate improvement in the levels of new orders, 
dollar billings and rates of production during the next 
six months is expected by a majority of the ten cooperat- 
ing paper and allied product companies. Seven of them 
anticipate that new orders in the ensuing six months 
will be “better” and “5%” (two companies), “7%,” 
“8%,” “35%,” and “44%” higher than in the second 
half of 1956. An eighth firm predicts new orders will be 
about the same in both periods, while the remaining 
two companies expect lower levels. Increases in second- 
half-1957 new orders relative to the levels prevailing in 
the first half of 1957 are expected by five companies, 
with specific gains of “7%,” “15%,”’ and “20% season- 
ally’’ being reported. On the other hand, two companies 
expect prospective orders will slip “5%” and “7%” from 
first-half levels, and the remaining three companies fore- 
see no change. 

Dollar billings are expected to show similar move- 
ments as those for new orders. Seven participating com- 
panies anticipate gains in the dollar value of billings in 
the coming second half over those in the same period of 
1956, ranging from “‘slightly more” and “5% better” to 
“35% higher.”’ Only one company predicts a decline in 
its second-half billings and two others think they will 
hold at about the same levels as in the second half of 
1956. In one case this prediction is based on the expecta- 
tion that “as costs go up, there will probably be com- 
pensating price increases.” Of the ten companies com- 
paring the estimated levels of dollar billings in the next 
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half year with those in the six months just ended, six 
_ look for an increase, another anticipates a decline, and 
the three remaining firms expect billings to stay at the 
first-half level. 

Six companies anticipate their dollar value of produc- 
tion for the next six months to be “slightly,” “2%,” 
“5%” (two companies), “8%,” and “35%” higher than 
in the second half of 1956. Three additional firms expect 
these rates to run about the same in both periods and 
the tenth firm is planning a production decrease. 
Second-half-1957 output is expected to surpass the 
levels of the first half of the year in six out of nine com- 
panies. A seventh firm is scheduling a “*7% decrease” in 
its second-half-1957 production, while two firms intend 
to produce the same amount as in the six previous 
months. 

The current value of dollar inventories is reported to 
have risen from January 1, 1957, levels in six companies, 
to have fallen in three other firms, and remained un- 
changed in the tenth concern. Three of seven paper 
producers indicate that their inventories in relation to 
sales are now higher than at the beginning of the year, 
in contrast to three companies that report lowered 
stocks. The seventh firm reports its inventory-sales 
ratio is unchanged. Only one firm expects the inven- 
tories to increase during the next six months. Three 
others intend to hold to current levels; the remaining six 
firms contemplate inventory reductions. 

With regards to capital expenditures in the second 
half of the year, three companies plan to bolster their 
rates of spending, in one case by “‘a substantial amount 
in line with a long-range major capital program.” Three 
others intend to maintain their spending at the first- 
half-1957 rates, while four firms contemplate spending 
less, in one case because of “the completion of a re- 
modeling program.” 

Profits before taxes in the coming six months are 
expected to rise above those in the first half of 1957 at 
four out of nine companies, will remain unchanged at 
three additional companies, and will decline at two 
others. 

Compared with the 1956 results pretax profits in the 
year 1957 are expected to lag at four out of nine com- 
panies. The other reporting firms expect earnings to be 
the same (two companies) or “‘slightly” (two companies) 
and “60%” higher. 


Petroleum Refining 


Continued improvement in business levels is forecast 
by most of the eight cooperating petroleum refiners, 

New orders, report several respondents, are not ap- 
plicable here because “‘the petroleum industry supplies 
its customers on demand.” However, the only company 
commenting on this point expects new orders in the 
second half of 1957 to be “about 7%”’ above those in the 
corresponding 1956 period and “‘slightly below” the 
levels of the first half of 1957. 

Seven firms predict dollar billings during the next half 
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year will be “2%,” “4%,” “7%,” “10%” (two com- 
panies), “18% to 20%,” and “sharply” higher than in 
the corresponding period of 1956. The eighth firm ex- 
pects dollar billings in the latter halves of 1956 and 1957 
to be equal. 

Billing prospects are not quite so encouraging when 
compared with the six months just ended. While in- 
creases in second-half-1957 billings are expected to be 
“3%,” “5% to 7%,” and “10%” higher at three of seven 
companies, two others report no change, while two firms 
say the billing rates will be “slightly lower” and “about 
4% less” than in the first half of 1957. 

Production levels in the second half are also expected 
up in most companies, with estimates ranging from 
“9a,” to “18% to 20%” above second-half-1956 rates in 
six out of seven cooperating companies, but “down 5%” 
in a seventh firm. Stacked against the first-half-1957 
dollar value of production, two out of seven companies 
forecast increases in the coming half year, two are plan- 
ning decreases, and three expect to hold to first-half 
output figures. 

Inventories are currently “‘slightly higher” and “the 
same as’ first-of-the-year levels at two companies, 
while the remaining five reporting on this point indicate 
that they are lower, in two cases by as much as ‘*22%” 
and “30%.” 

Expressed as a per cent of sales, inventories are lower 
in four of six companies, the same in one company and 
higher in the sixth when compared to the ratios in effect 
at the beginning of 1957. Two of these refiners expect 
that dollar inventories will increase in the second half of 
1957, one intends to reduce its inventory investment, 
while three companies foresee no change occurring. 

Capital expenditures in the latter half of this year will 
be higher than in the first half of 1957, according to five 
firms. In one instance, the increase will be “sharp, re- 
flecting large expenditures on a new refinery now under 
construction.” Three other companies foresee nochange. 

Of the seven companies reporting their second-half- 
1957 pretax expectations three forecast lower earning 
levels in comparison to those in the past half year, and 
four that profits will run on a par with first-half returns. 

However, five of seven companies predict that their 
yearly profits before taxes in 1957 will exceed 1956 
levels. One cooperator foresees profits holding steady, 
while only one firm expects a poorer profit performance. 


Rubber Products 


The dollar value of incoming orders in the second half 
of this year is expected to “exceed,” to run “4% higher”’ 
and ‘15% ahead of’’ those in the corresponding period 
in 1956 in three out of four cooperating rubber products 
manufacturers, while the fourth firm expects these levels 
to be “about the same.” Of the three companies making 
comparisons between their rates of new orders in the 
first and second halves of this year, two predict second- 
half-1957 orders will go up by “1%” and “15%,” while 
the third concern estimates little change will take place. 
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In two concerns, second-half-1957 dollar billings are 
expected to run “5% over” and ‘15% ahead of” those 
in the corresponding period of 1956, while two other 
firms think that they should “‘at least equal” last year’s 
second-half rates. One firm reports that prospective 
billings in the next six months will surpass by “15%” 
those in the half year just ended. The remaining three 
companies foresee no change in either direction. 

Higher levels of production in the second half of 1957 
than occurred in the corresponding period of last year 
are planned by two manufacturers by “3%” in one of the 
companies and “‘as much as 15% because production 
will be geared to projections of orders and sales” in the 
other. Two firms intend to keep output on a plateau 
similar to that in the first half of this year. Production 
levels in the second half of this year versus those at- 
tained in the first half are expected to increase in two 
companies and stay the same in two others. 

Dollar inventories have grown in size since the begin- 
ning of the year at one of the three reporting companies, 
are less at another firm, and are reported to be un- 
changed at the third. Of the three companies respond- 
ing, one shows current inventories as a per cent of sales 
to be “lower” than at the start of the year, and two 
report these ratios are comparable. One firm plans to 
add to its inventories during the remainder of the year, 
while two others expect theirs to trend downward. 

While one company says that the rate of capital ex- 
penditures in the second half of 1957 is due to be acceler- 
ated from first-half rates, three plan to be “‘about even” 
with their capital spending throughout 1957. 

One rubber firm forecasts profits before taxes in the 
second half of 1957 as increasing by “10%” over this 
year’s first-half earnings, while the second and third 
companies expect to equal their first-half-1957 earnings. 
Compared with pretax profits for the entire year of 1956, 
two of three firms predict earnings in 1957 will increase 
by “5%” and “10%,” while the third manufacturer 
expects them to “remain about level.” 


Textile Mill Products 


The estimates on second-half-1957 business by seven 
participating companies in this group are generally fa- 
vorable. Four of them expect the rate of incoming new 
orders in the latter half of this year to exceed that in the 
second half of 1956. Increases of “5% to 10%” and 
“19%” are expected in two instances. While one manu- 
facturer feels that the dollar value of new orders in the 
second half of this year should “equal or be slightly 
higher than” those of the first half, two others expect 
declines of “5%.” Four companies expect new orders in 
the second half of 1957 to rise above those in the first 
half, two of them estimating specific increases of “5%” 
and “46% owing to new business resulting from the 
completion of a new plant.”’ Two companies expect no 
changes in new orders received between the two periods, 
and one other makes no comparisons. 

Four companies estimate that dollar billings in the 


next six months will be higher than they were in the last 
half of 1956. In one such firm, billings may run “10% 
ahead, owing to the introduction of new products,” 
while in another, the expected dollar value improvement 
stems from “increased selling prices.” Two additional 
firms expect little change to occur between the second 
halves of 1956 and 1957 while the seventh company sees 
a lower billings level prevailing. Of the six companies 
comparing prospective billings for the next six months 
with those in the preceding half year, four expect to 
show increases, in one case by as much as “32%” and the 
remaining two feel no change is in prospect. 

The dollar value of production in the forthcoming six 
months will be “‘increased”’ and “10% above” and “46% 
over’’ that in the second half of 1956, according to three 
out of six cooperating manufacturers of textile mill 
products. Declines in second-half output levels are fore- 
seen by the three remaining companies. Relative to the 
preceding six months, two of five companies plan to lift 
dollar-value output levels in the second half, while two 
others intend to cut output and one firm anticipates no 
change between first-half and second-half output. 

Two of six firms report that their current dollar 
inventories have neither increased or decreased from 
beginning-of-the-year levels, while four companies re- 
port rises—‘‘10%,” “20% seasonally,” and “38%,” in 
three cases. Of the four companies commenting on 
present inventory-sales ratios, three find these propor- 
tions higher than on January 1, 1957, and one reports 
them unchanged. Four out of six companies expect to 
pare the size of their current inventories during the 
remainder of the year, while the fifth and sixth firms 
plan to keep them at their present level. 

Second-half-1957 capital expenditures in two com- 
panies will be the same as the amount spent in the first 
half, but five other manufacturers plan lower rates. In 
one of these latter firms, the rate will be “considerably 
lower because our capital program for the year is now 
almost complete,” and another has likewise “just fin- 
ished a large machinery installation for modernization 
in the first half of 1957.” 

Four out of five respondents predict that pretax 
profits in the six months immediately ahead will surpass 
those earned in the first half of 1957. One such firm 
expects to show an increase of “approximately 71% 
principally because of high costs incurred during the 
starting up operations of a new plant in the first part of 
the year.” Another one of these firms forecasts a “10%” 
profit rise, while a third predicts higher profits for the 
second half because of ‘‘an expected improvement in 
selling volume together with a vigorous attack on ex- 
penses.” The fifth manufacturer expects earnings in the 
next six months to decline from the 1957-first-half level. 

Better profits before taxes in 1957 than in 1956 are 
foreseen by three out of six companies. In contrast, two 
companies forecast year-to-year declines of “4%” and 
“30%,” while one firm expects to match its 1956 re- 
turns.—J. C. A. anp G. C. T. 
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Studies in Personnel Policy 


No. 161—Selecting Company Executives 
No. 160—Executive Development Courses in Universities (Revised) 
No. 159—Trends in Company Group Insurance Programs 
No. 158—Labor Relations in the Atomic Energy Field 
No. 157—Preparing the Company Organization Manual 
No. 156—Time Off with Pay 
No. 155—Unionization Among American Engineers 
No. 154—Company Payment of Employees’ Moving Expenses 
No. 153—Improving Staff and Line Relationships 
No. 152—Employment of the College Graduate 
No. 151—Tuition Aid Plans for Employees 
No. 150—Handbook of Union Government, Structure and Procedures 
No. 149—Pension Plans and Their Administration 
. No. 148—Retirement of Employees 
No. 147—Company Health Programs for Executives 
No. 146—Company-Paid Sick Leave and Supplements 
to Workmen's Compensation 
No. 145—Personnel Practices in Factory and Office 
No. 144—Recruiting and Selecting Employees 
No. 143—Fringe Benefit Packages 
No. 141—Severance Pay Plans 
No. 140—Management Development 
No. 139—Company Organization Charts 
No. 138—Bulletin Boards 
No. 137—Escalators and the New BLS Index 
No. 136—Employee Magazines and Newspapers 
No. 135—Suggestion Systems 
No. 134—Cooperative Medical Programs 
No. 133—Employee Savings and Investment Plans 
No. 132—Stock Ownership Plans for Workers 
No. 131—Employee Induction 
No. 129—Communicating with Employees 
No. 128—Computing the Cost of Fringe Benefits 
No. 127—Union Security and Checkoff Provisions 
No. 126—Controls of Absenteeism 
No. 125—lInformation Racks—A New Communications Medium 
No. 124—Developments in Supervisory Training 
No. 123—Letters to Nonsupervisory Employees 
No. 122—Evaluating Managerial Positions 


In the June Management Record 


Who Bargains for Management ?—In order to achieve the best results when negotiating 
with unions, a company must have a topnotch bargaining team. But what makes for an 
effective team? Should it be large or small? And how can members achieve cooperation 
and unanimity? Should one man act as spokesman at the bargaining table or should alll 
speak? A survey of 239 companies gives the answers to these and many other questions. 


GAW with a SUB Twist—What does a company do when it must pay off on a guar- 
anteed annual wage plan while in the process of closing down an entire operation? This 
nightmare was actually faced by one company. But with the cooperation of the union in- 
volved, the concern was able to change its GAW over to a supplementary unemployment 
benefits base and meet its obligations at much less cost. How this was done and how it is 
working out are detailed in this article. 


New Haven Small Plant Medical Program—in order to offer their employees com- 
plete in-plant medical service, six small companies in New Haven, Connecticut, banded 
together to set up a cooperative plan. After two and a half years of operation, the com- 
panies believe the plan has more than paid its own way—both in reducing time lost from 
work and lowering the cost of workmen's compensation and other insurance. 


Attitude Surveys and Anonymity—One company has found, to its surprise, that its 
employees don't want to be anonymous when answering attitude surveys. Given the 
choice, it would seem that employees who have strong criticisms or objections prefer to 
identify themselves. How this came about is discussed in the article. 
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